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A Banker's Diary 


THE past month has been an uneasy period for the City, but the mood of the 
Stock Exchange has hardly matched the bleak implications of the Economic 
Survey for 1948, some aspects of which are discussed (with 
Markets and abstracted tables) in our opening article. Amid many con- 
Dividend flicting influences upon the markets, international politics now 
Limitation seem to be playing an important part. It may be no coinci- 
dence that Industri: uls reached their lowest point for the year 
just after the fall of Prague, and were staging a moderate recovery at the 
time of the signing of the Western Union pact and Mr. Truman’s blunt speaking. 
But most observers would probably say that more parochial influences have 
been dominant. The monthly gold figures, of course, are being closely watched. 
February’s statement was highly disap pointing, revealing gross sales of {27 
millions which, with the drafts on the U.S. and Canadian credits, brought the 
month’s apparent drain on reserves to about £554 millions, actually a fraction 
more than in January. But the impact of these figures upon City opinion was 
softened a little by the official hope ‘s, in the Economic Survey, that the first 
half-year’s drain may not exceed £225 millions, and by the Chancellor’s estimate 
that about £25 millions of the drain in the first two months represented once- 
for-all withdrawals of funds released under recent agreements. After these 
assurances, qualified though they were, the withdrawal, early last month, of 
the last {25 millions of the U.S. credit attracted little attention. 

Probably the most important influence has been the ebb and flow of hopes 
—or fears—about the Budget. The weakness of the equity markets in Feb- 
ruary was certainly mainly due to apprehension about a new fiscal drive against 
profits, accompanied by the talk of a capital levy. This, it seems, explains the 
paradox that the F.B.1. proposal for voluntary dividend limitation produced 
not a quiver in the equity markets ; most of the rally from the year’s low point 
has indeed occurred since that announcement. A conceivable explanation 
might be that investors refuse to take these voluntary schemes seriously, 
believing—for reasons fully discussed here last month—that deflation by 
exhortation simply will not work. But that does not mean that voluntary 
limitation of dividends will not work, however anomalous its effects. The 
F.B.I.’s offer may or may not convince the Chancellor that stiffer fiscal action 
against profits is unnecessary ; but whatever he does, he will certainly not 
relieve the ¥.B.I. of its promise. For an unpredictable time ahead, equity 
shares are now put in the position of non-cumulative preference shares, which 
is perhaps the least enviable investment status of all. 


AN agreement which became operative from the beginning of this month 
marks the first experiment by banks in this country in formal standardization 
of commission charges—as distinct from deposit allowances 

Foreign and rates affecting the money market upon which, of course, 
Charges there have been working agreements for many years. It 
Agreement should be said at once that the new arrangement does not 
relate to the domestic business of the banks or, indeed, to 

important categories of business often broadly described as “ overseas”’. It 
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deals only with operations or services performed on behalf of foreign customers 
or banks abroad. It is well known that before the war there was intense 
competition between the clearing banks in the matter of foreign deposits, 
But rate-cutting was by no means confined to this sphere and from time to 
time attempts were made to launch concerted action with the object of estab- 
lishing certain agreed minimum scales, particularly for acceptance commissions, 
But these attempts were always frustrated because, even though any particular 
charge might be shown to be uneconomic, there were always some banks 
which felt the y ought to quote the finest possible terms because of the general 
advantages which accrued to them from the extension of their overseas con- 
nections. Since the war, however, the evident increase both in the degree of 
risk which foreign business involves and in the expenses of conducting it—the 
institution of exchange control has, of course, added enormously to the work 
involved—has brought a change in the attitude of those who formerly were 
uncompromisingly opposed to any movement towards a cartelized rate 
structure. 

The efforts of the past two years have now produced an agreement more 
comprehensive and detailed than anything previously attempted by the banks 
in any sphere. The basic agreement, which is between the clearing and 
Scottish banks, establishes a schedule of minimum charges for each of the 
services and @perations performed on foreign account. In some cases these 
minima represent increases on the commission levels customary in the past— 
for example, the minimum acceptance commission is fixed at three-quarters 
per cent. per annum instead of the half per cent. per annum charged previously ; 
in some cases the schedule merely formalizes existing practice ; while in other 
instances charges are introduced for facilities which formerly were available 
gratis. This basic agreement has been submitted to the representative associa- 
tions of the “ outside’’ banking interests involved—notably the merchant 
banks, and the Dominion, Colonial and foreign banks having offices in London. 
All these bodies have agreed in principle to work in harmony with the objectives 
of the new arrangement, although they will not feel bound by it in detail; 
indeed at particular points the detailed provisions have proved unacceptable 
to some institutions. Obviously, the permanence of the scheme cannot yet 
be taken for granted, but it is known to have the support of the authorities, 
and that should help to ensure that it will not lightly be broken. 


THE South African Reserve Bank last month took further steps to implement 
that part of the financial agreement between Great Britain and the Union of 
South Africa which envisaged the control and possible elimina- 

Capital —_ tion of movements of capital to South Africa from other parts 
to of the sterling area which were not required for genuine 

South Africa economic development in the Union. The initiative taken by 
the South African authorities has been to require South African 

banks to refuse to sell South African currency against sterling except for 
approved purposes. The approved purposes are of such breadth and catholicity 
that they will place few effective obstacles in the way of the export of capital. 
The main operation which is unquestionably barred is the transfer of idle cash 
resources from a British to a South African bank account. The freedom of the 
market in South African securities in London is in no way affected. The 
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banks may sanction without question any transfer of funds for the purchase 
of any security quoted in South Africa, or for the remittance of the proceeds 
of any issue of South African securities in the United Kingdom which has been 
sanctioned by the U.K. authorities. These facilities leav e a wide loophole, 
although it is said that the banks will be vigilant to ensure that purchases of 
securities are not made simply with the object of securing funds for un- 
authorized purposes. 
The importance of controlling this capital movement, as viewed from the 

3ritish angle, is that under existing arrangements the efflux of capita ul to the 
Union defers any hopes Britain may have ‘had of acquiring newly mined gold 
from South Africa in the course of normal trading operations. The Union’s 
sterling balances have, in the last twelve months, been fed by considerable 
capital movements, and now amount to around £65 millions, compared with 
{17 millions a year ago. The South African authorities do not segregate 
sterling received from capital movements from that arising from current 
payments—indeed, there is no machinery which would enable them to do so. 
They therefore regard their whole sterling balances as resources available for 
use in payment for current imports from the rest of the sterling area. So long 
as these resources are fed by —— movements, hopes that they might have 
to be reinforced by sales of newly mined gold in order to finance current 
purchases of goods and services, will have to be pro tanto deferred. This 
explains the undoubted disappointment with which London has viewed the 
measures which the Union has so far taken to implement those clauses in the 
financial agreement which related to capital movements. 


NEW payments agreements have been made with India and Pakistan. They 
short-term agreements and cover the period up to June 30. They 

replace agreements dated August 14, 1947, which covered 
Agreement both the Domi nions and made arrangements up to the end 


are again 


with of the year 1 94 The new agreements place an additional 
Ai . A: : T 4 
India £18 millions of soceuniut d sterling in the free No. 1 account 


of India. This is added to the working balance of £30 millions 
which was carried forward into 1948 from the period covered by the previous 
agreement. As part of the agreement the Government of India has undertaken 
to restrict its net drawings on the central gold and dollar reserves of the sterling 
area to a maximum of {10 millions for the current half-year. In addition 
India will retain its direct dollar earnings and for any further dollar require- 
ments will have to approach the International Monetary Fund. 

The first agreement with Pakistan follows the familiar pattern of No. 1 
and No. 2 accounts, the first holding free and the other immobilized sterling. 
The new Dominion was credited in its No. 1 account with £4 millions of the 
working balance previously at the joint disposal of the two Dominions. In 
addition, it has been given a further working balance of {10 millions and a 
transfer of £6 millions to cover net current expenditure in the first six months 
of the year. The Government of Pakistan has agreed to limit its drawings on 
the sterling area dollar and gold pool to £3,300,000. The agreements thus 
put {13,300,000 of gold and hard currencies at the disposal of the two Dominions 
over the first six months of 1948. This is rather less than the allocations which 
they previously enjoyed, but it still looks uncommonly large in relation to the 
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size of the reserve from which these calis will have to be met and to the rate 

of its depletion. The effects of the agreements, and the important changes 

in the currency and banking structures in the two 
in 


1 
-informed article on page 209. 
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The new agreement should be judged by its effect on commercial transac- 
oO oO A 
ions between the two monetary areas. By this test, it will probably be found 


wanting ; it is ry to work in a decide dly restrictionist manner, for the 


whole purpose of the plan is to achieve a bilateral equ a rium. To nas 
the loss of gold to Belgium, Britain will unque a trict imports frot 
at country. The official communiqués announcing ap creeme nt spoke of 


opes of expanding British exports to Belgium, bat the scope for such expan- 


on is not deemed particularly large. S« me relief will be afforded, however, 
by the tighter restriction placed on the sterling which Belgium will be prepared 
to accept from third (non-sterling) countries, in payment for current transac- 
tions. The required supervision of transactions between the two areas will be 

operated DY a new Anglo-Belgian economic committee. 
MISCUSSING last month the oe heavy reflux of currency and recording 
1e second reduction of the fiduciary issue this year, we suggested that a third 
iuction look¢ di imminent. It was duly made in the first few 


Fiduciary days of March, when the fiduciary limit was reduced by a further 
issue Down (50 millions, bringing it to £1,300 millions, compared with the 
Again 1.450 millions which ruled throughout ne Until thre 

months ago, there had been no reduction in the issue since 

early 1939; yet now the note circulation has been reduced to its lowest level 
At the moment of writing, it stands at £1,233 million: 
ae ; ; 


more than £150 millions below the comparable figure for 1947. The abnormal 


since the spring of 19 





ie ; putamnwe saci hae. tere. a oat thes Renee eenenney re . 
1ovemenut of currency which has brought about this transformation still goes 





143 — — Se t annciderahicy in recent 2. Bui 
, atnouen its Momentum nas siackened considerabdly in recent WecKs. JUL 
‘ven 1i 1t now ceased entirely, there would be no danger tnat the summers 
asonal demands for currency would involve a restoration of the £1,350 
ae “pe a, ee ian aaa elena eee ances al a) a ae ae aid 
uuions Hducial ilmit. if the net currency eilux Detween now and August 
were on the same scale as in the similar period of last year, the reserve oi 
unused notes at the August peak of currency demands would still stand at 
ell OV Oo nilli ms 
iE size of the fall in bank deposits in February took many people by surprise 
YT 4 dint , Jaserm Kacy £ + Wy - = ak °c acilty hic Fey} 
ihe net heure was Gown Dy +4I12I MUONS, WHICN 1S easly the DIRS st fall ev 
= = for the abnormal acomannt oasis % wi 
recorded—except tor the abnormal movement early in 1942, 


Seasonal when the first offerings of the attractive Tax Reserve Certtfi- 


Fail in cates led to a big shifting of funds from accumulated tax 
Deposits reserves. Although this latest movement was some £30 


n 
millions bigger than the corresponding fall in 1947, it is, 
uct, mainly the counterpart of the seasona 


ingathering of taxes, swollen this 
year to record levels through the effects of inflation upon prices and incomes. 


t SE NE, ee SR ge See eae ee ey ee ee 

Moreover, in both years—but this year more than last—the seasonal factor has 
- Sa PEER Se nee i TY ; a ena £ 
en reinforced by the neavy draits of externa! reserves. ine sec ular tre nd Ol 
dosits 1s flattening out, but there is no pi wert that ik nebo! to be dramati- 


The underlying tendency is well demonstrated by a useful index of clearing 
ank dk po its, -arefully adjusted for seasonal variations, which has just been 
ompiled by L boule Bank. The index has been calculated on a monthly basis 
since the b inning of 1936, and is plotted on a chart which compares this 
‘non-seasonal ” trend with the curve of unadjusted deposits ; a reproduction 
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of this chart will be found on page 60. From this it will be seen that the fall 
in deposits in February, 1947, which Mr. Dalton promptly claimed as proof 
that his policy was not inflationary, was wholly seasonal. The chart does not 
extend beyond January of this year, but the index figure for February is 
available. It was 251.5 (1938=100), showing an zncrease of 0.7 on the month 


/ 


and one of 5.5 on the year. 





evr y Change on 
1946 Month 
m. m 
Deposits 5641.8 134.1 
Net Deposi 5400.3 121.5 
, § 
Ca 404.7 (8.24) 11.5 1.5 
Money Mark 8 (20.4) sie 74.3 
Call Mone Oo 7-9) 17-5 20.9 
Bills (12.6) 7.6 53-4 
lreasu Deposit Receipts o (20 59.5 278.5 
Investments plus Advances .. in 2757-9 (48.8) i 56.3 314.5 
Investments xs ° e* o 3 (20. 3) 5-4 40.7 
Advances ‘ ee 1272.0 (22.5) t 50.9 + 207.8 
* After deducting items in course of collection. § Ratios of assets to published d¢ posits. 


The seasonal tax factors apparently also helped to swell demands for 
advances, which in February far surpassed any previous expansion, rising by 
almost £51 millions. Some people have lately been scanning the figures for 
any sign of the effects of the new directive to the banks about advances policy. 
But while seasonal influences are operating so strongly, it is useless to try to 
draw conclusions; for that reason the changes shown by the latest quarterly 
analysis (reproduced in our customary table, on page 64) are less significant 


than usual. 





As foreshadowed here last month, a high proportion of the seasonal impact 
upon bank assets was felt by bill lios and call money, which together 
declined by no less than {105 millions, whereas holdings of 

Bill Treasury deposit receipts dropped by rather less than {60 
Standardiza- millions. The fact in this revenue quarter the Treasury 
tion never has sufficient standing T.D.R.s maturing to absorb 
Rejected — its revenue surpluses, and thus has to redeem Treasury bills, 
has led to a revival of suggestions that T.D.R.s issued in the 


April-June quarter (when borrowings are relatively heavy) should run for 
s in the following January-March. 
Allied to this suggestion is the more familiar one that both T.D.R.s and bills 


nine months so as to ensure large matunti 


should always be dated for an even number of weeks instead of for calendar 
months—that bills should be standardized at 91 days (13 weeks) and T.D.Rs 
at 182 days normally and 273 days in April-June. Both suggestions are 


4 
sensible ; the gt-day Treasury bill, in particular, would be a valuable technical 
innovation, and has been repeatedly advocated here. But a questioner in 
Parliament who recently put both ideas to the Chancellor received only a 


blunt rebuff. It is a pity the authorities could not at least have promised to 


explore this matter further when opportunity offers. 

















Ol 














to 


ant 


— 


~ 


Invitation to Survival 


as HE Government invites the co-operation of all our people in the 
"T schievernent of these targets, as the first condition of our national 
survival in this and the coming years’”’. That is not the most vivid 
sentence in the Government’s Economic Survey for 1948. It has not hit the 
headlines of the popular Press, which found in that document many warnings 
better calculated to make most people’s flesh creep. But it is the one that 
most repays deeper examination. With a terse subtlety, doubtless uninten- 
tional, it points both to the stark realities of Britain’s plight and to the basic 
weaknesses of the Government’s attitude towards it. The operative words 
are headlined above, thus repairing the omission by the daily Press. It is not, 
as some still seem to think, the mere comfort and enjoyments of the British 
people which are at stake—with the dire threat of a Whitsun or summer 
without “‘ basic ’’ or a winter without mid-week “ dogs’’. It is not even the 
possibility of a further dose of austerity of the kind administered last autumn. 
The issue is nothing less than Britain’s survival. The threat, moreover, is no 
mere contingent danger of the indefinable future; it relates to the coming 
winter, and the next, and the one after that. Will there then be, here in 
Britain, unemployment, near starvation and distress on such a scale as might 
rend the very fabric of the social structure and condemn Britons, for so iar 
ahead as one could see, to a standard of living far lower than anything they 
have known in modern. times ? That is the question which the Government’ s 
own analysis, this Economic Survey, has posed. What is the Government 
doing about it? The American Government is doing plenty. But what is 
the British Government doing ? It is inviting —yes, invtting—the co-operation 
of the people. Here is a grand battlecry, a rousing philippic : ; and how glorious 
the crusade it has set in motion. Ten days after rwards there was pressure in 
Parliament for the release of petrol for Easter. [f the words we have quoted 
must be taken at face value, they are surely the most flesh-creeping of all. 

Let us put them to the test, considering first the nature of Britain’s plight 
and then the remedies that are being or might be administered. The picture 
presented by the Survey (Cmd. 7344) has been reproduced in so many places 
already that it will not be described i in detail here. The accompanying series 
of abstracted tables, which contain most of the vital data, have been left to 
speak for themselves ; for the rest, a bold free-hand sketch will suffice. In 
the judgment of the Government experts, Britain’s poverty is so great that, 
without Marshall aid, supplies of food and raw material would have to be cut 
so drastically that the dangers of mass unemployment, economic collapse and 
social distress would quickly become realities. The standard of living would 
fall, this year, to levels ‘‘ very much lower than those of any of the war years ’ 
There would be “ wholesale ’”’ unemployment and permanent damage to the 
industrial structure which would ‘“‘ delay for years the prospect of a decent 
standard of living for our people’’. The situation would be so grave as to 
defy suggestion as to how its evils might be mitigated ; for this contingency 
the Government makes no suggestions and holds out no hopes. It therefore 
depends absolutely upon Marshall aid. The further drastic cuts that would 
be needed now if no such aid were coming quickly would have such devastating 
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effects that the Government declines to impose them unless the worst happens. 
This policy, considered in the round rather in detail, was undoubtedly right. 
After pawning its shirt, the Government has had to gamble with its last 
remaining dimes. But the tragedy of Prague has loaded the dice in its favour. 
America’s European Recovery Programme—the nature and problems of which 
are discussed in a subsequent article—now seems certain to avert the worst 
calamity here in Britain. 

But this probability, though it brings a reprieve for Britain, offers none te 
those who must govern ; for *t greatly enhances the responsibility of Govern- 
ment. Without Marshall aid, the situation would be well-nigh uncontrollable : 
grim circumstance would govern the Government's every action. With 
Marshall aid, Britain’s environment will remain bleak—but not utterly 
benumbing. There will still be—and this is really the greatest boon that 
America offers us—a viable economy, an en vironment that offers to Govern- 
ment and people a chance to lift themselves, by their own efforts and deter- 
mination and wisdom, out of the chill depths. If this opportunity is to be 
offered but thrown away, better by far that it should never have been offered 
at all. Tt is a chance for Britons to strive to ease the hardships of the next 
few years ; a chance to reduce their demeaning dependence upon the bounty 
of a friendly neighbour ; a chance to fit themselves to stand alone when the 
allowance ceases. Above all, it is a chance to aid in Europe the rebuilding of a 
healthy economic life in which alone can western democracy hope to withstand 
peacefully the idealogical tides that sweep onward from the East. At this 
great turning-point in Western civilization, it is the highest duty of Govern- 
ment to be sure that Britain can and will do these things ; for these, in truth, 


are the conditions of its survival. 


The first condition, as the Economic Survey says, is achievement of the 
ee deal a ee | Se re. 22.4.2 i ; eR anne 

proauctiop and port targets fixed for 1948. If Britain can square ty meet 
it at ot regen, ee haere. ne f 

her economic difi ic saltic ‘s, most of the other objectives will be within sig] A 


it 
this moment of danger and historic opportunity, Britain’s Gove rment. 
‘invites | co-operation’. Invitation, forsooth !—when the invitees do not 
yet know what the party is about. Does the wider public even feel demeaned 
by American aid, much less evince any burning desire to be free of it ? Most 
of these elegant requests will never be even delivered, or will go unread 
they are. But the envelopes will serve again to enfold the weekly entries for 
the “ poo ils ”, the latest manifestos about “ basic’ and the iniquities of pur- 
chase tax, or the newest unofficial strike ballot for shorter hours or more pay. 
Can one gee that this is still the mood of many people, in high places as 
well as low? If so, of what use is invitation ? 


“<< 


Is this an unfair portrayal of the Government’s attitude ? Many may 
say it is; for, after all, the Economic Si urvey sketches many plans, and both 
Government and civil service are working at full stretch to make new ones 
and improve or adapt the old. But the really frightening aspect of the Survey 
is the impression it leaves that, desperate though “the situation is, there is little 
the Government can do about it. Within the limits it has set itself, there is 
admittedly some truth in this. The various targets represent the bare minimum 
of what is indispensable to avert disaster ; but, unambitious though they may 
seem, each will be threatened—even given Marshall aid—by difficulties which 
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twist and intertwine in such complexity that no honest plarner would even 
iretend to be able to devise a plan ‘to ensure that the targets will in fact be hit. 
The programmes of imports from the Western Hemisphere, we are told, 
have “ai so cut down as to aftord only just enough food “ to maintain the 
ition in health and efficiency "’ and only just enough supplies for industry to 
support a high level of employment—though a lower level than at present, 
for une thi ct nt, on the best assumptions, is expected to rise to 450,000 by 
the year-end. These pruned programmes yet involve an intolerable strain 
t ee dollar reserves which, after oth ? strains upon them, are expected to 
ill in the first half of this year by at least £225 millions to a level of £450 
mille s or less, including the {So millions of gold lent by South Africa. Marshall 
aid will gre atly reduce, but will not whi ly arrest, this seepage of reserves ; 
and they will be imperatively needed when the pe tiod of aid draws to a close. 
CHANGE IN THE GOLD AND DOLLAR RESERVES, 1946-43 (Taste X) 
(including United States and Canadian Credits) 


(£ million) 





| 
\ 1948 
1946 j 1947 | rst Half 
| Genes »nal) iol Be (forecast) 
United Kingdom net expenditure in Dollar area (') | 340 } 626 151 
Rest of Sterling Area net expenditure in Dollar | | 
area .. Pe ae ~~ i - ie 38 200 } 45 (*) 
Sterling area net gold and U.S. Dollar expenditure 
in other countries .. ro rar ‘i oot = & j 157 Ri! 
4. Sterling area subscriptions to International Bank 
and Fund in gold and United States Dollars .. | 10 58 | 
a a enininias cde hanieieiniciaim hinianainitia — 
Net Use of Gold and Dollars .. ee 305 } 1,107 { 227 
Gold receipts from South Africa... , a —- 7! | - 70 } — 
Other gold receipts (net) wa “ i may - fF —- 14 } - 5 
! {—— —_-—— --— 
Net drain on reserves .. ; “a 226 1,023 222 
Drawings on International Monetary Fund ‘a - 60 — (%) 
| oe ma» — ” ivendnicigetienneniadinadinan 
Net reduction in reserves sia ro 226 963 | 222 





, Canada ar ad } Ne osdiandl and, end American Account Countries. 


Excluding South Africa 

3) No allowance has been made for drawings on I.M.F. by the United Kingdom or any Sterling 
area country in the first half of 1948. Any such drawings will diminish the figures for net 
reductions by an equal amount 





1e assurance et such aid will not, therefore, allow the import programmes to 
be perceptibly enlarged: the Survey says that it will merely “‘ obviate further 
damaging cuts in our raw material and food purchases ”. The flow of imports, 
none the less, is likely to rise above its present level; but most of the increase 
will comprise such things as tobacco, which may save the budgetary structure 
from disaster (because of the loss of revenue which otherwise must happen as 
domestic stocks are exhausted) but will bring no direct relief to industry. 
Through this year, at least, the flow of food and raw materials cannot, 
broadly speaking, be better than it is now. Yet the supplies now in sight 
would not, we are told, be enough to permit any large expansion of output even 
if distributed smoothly and to the best advantage. Moreover, they leave no 
margin at all for replenishment of the sorely depleted stocks, even though 
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‘an investment in additional materials . . . would bring a rich return ’”’ in 
ivoidance of bottlenecks and consequential industrial shut-downs and short- 
time working. But this is an investment, the Government declares, which 
Britain cannot afford to make. Stocks are, and will remain throughout this 
year, at minimum levels. The all important export target has already been 
lowered, mainly because of shortage of steel, to a projected vear-end rate of 
150 per cent. of 1938 volume (compared with the target of 160 per cent. 
previously projected) ; and the sanguine hope that the external accounts as a 
whole might be balanced for the year 1948 has now given place to 1n expected 
deficit of £250 millions—before allowing for such additional imports as Marshall 
aid may bring. Hopes of reducing the deficit with the Western Hemisphere 
are inevitably both less ambitious and more vague. On the same assumptions, 
the visible deficit for 1948 is still, apparertly, put at about £300 millions, 
compared with £626 millions in 1947. 

Yet even these limited objectives will be threatened, on the best assump- 
tions about American aid, by the many critical shortages which dislocate 
domestic production. The steel target of 14 million tons, upon which all else 
depends, involves a record output which is far from being assured, despite the 
seasonally good output of recent weeks. Its achieveme nt will depend, in its 
turn, upon supplies of scrap and coal and transport. But the railways are 
heavily overstrained : breakdowns of wagons are still overtaking the increasing 
facilities for repairs, and overdue maintenance of track cannot be undertaken 
on a scale sufficient to remove the need for speed restrictions. The increased 
coal programme will be barely adequate ; the oil position will involve “ very 
considerable shortage and difficulty’, although the coal-to-oil conversion 
programme has been slowed down. There are critical shortages of other 
s upplic S—espec ially chemicals, containers, electric motors, ball-bearings and 
precision chain. Each of these difficulties will act and react upon the others. 
The risk of major breakdown will still be present. 


That is the situation as it appears to the Government, on the best assump- 
tions. It conveys the impression that, whatever the planning staffs do, their 
efforts may be upset by forces beyond their control. At specific points, many 
schemes are being vigorously pursued, to recruit emergency labour here, or 
open out a bottleneck in materials there. Some of these efforts are enjoying 
real success, but always there is the danger that they may be overwhelmed 
by some overriding pressure. In that event, the Government implies, there 
is little more it can do. Is it more confident of success on a longer view ? 
Not very. Some fine phrases couched in general terms are belied by more 
specific statements on the crucial issues. In particular, the deficit with the 
Western Hemisphere will be very intractable. We cannot count on any large 
increase in our traditional exports to the United States. Further increases 
could be secured only by widening the range of goods ; but that would require 
‘a radical change in the importing habits of that country ’’’. As always, it is 
the other fellow, or the ‘‘ uncontrollable ”’ pressure, or the disaster which no 
plans could be pala to foresee, that is the source of all the trouble. 


On a longer view still, the pessimism seems even greater. The last vestiges 
of those hopes of sustained full employment and “of restoring the pre-war 
standard of living as a mere prelude to still better standards—-hopes so con- 
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INVITATION TO SURVIVAL 13 
situation could not be radically altered if the British people really understood 
what is at stake ? Suppose every worker knew that his children might come 
near to starvation unless he used every resource of determination and effort to 
better his output and efficiency ; suppose every manager—yes, and every 
director—knew that his business might crash and his established livelihood 
disappear unless it could expand its output and reduce its costs ; suppose the 
public as a whole knew that mass unemployment and di.tress threatened it 
unless it cut out every avoidable outlay in its personal budgets. If sanctions 
such as these were present, there would at once be a new crusade for hard and 
better work, a new and intensive search for better methods and better products 
a drive for saving such as the authorities themselves have never been able to 
impart. If there were full-scale co-operation in -uch a spirit as this, with a 
sense of personal urgency as the driving-force in the mind of everyone, sure] 
the whole prospect might be transformed in a couple of years—whatever thx 


overriding difficultic 
The duty of rousing the people in such a sense as this could scarcely be 
ore unpalatable, and imposes a task more difficult by far than any whict 





o be faced by a British Government in modern times. Obviously, 
cannot be done by the method of totalitarian direction : you cannot “‘ direct 


a man into a crusade. Equally obviously, it cannot be done bv exhortatio 








In this sphere, mere words have lost their meaning for the ordinary maz 
Even business organizations show astonishing ignorance of the basic facts—as 
witness the distributors’ retort to the Chancellor, that the best way (for them 
to reduce prices is (for the Chancellor himself) to remove the purchase tax. 
What method then remains? Plainly, the only sanction left 1s some 
modern variant of the strongest and oldest sanction of all—the power of the 
purse, the pressure of the weekly housekeeping bill, which drives a man to 
efiort and et ise as the only way of making ends meet. It is a sanction, 
moreover, which, if generally applied by a well-directed monetary policy, 


{ ‘ 
runs through almost the whole hierarchy of industry. With few exceptions 
it presses upon the managers and bosses and small capitalists equally with th 
ordinary wage-earners. Among people actively engaged, there are nowadays 
very few indeed who have accumulated resources so large as to make them 


indifferent to their incomes. In former times, deflationar 





Y pressure such as 





this was coupled almost automatically with the further threat, inherent in a 
situation of sagging demand, of unemployment. In combination, tl 


sanctions had tremendous power. They were also socially destructive, because 
nen from a shortfall of deman 
deflation was precisely the wrong remedy to apply. Monetary pressure in such 
circumstances was itself a cause of additional unemployment. 

Now the threat of unemployment is present in any case, and arises from 






in a situation of under-employment arising 


> 
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the opposite cause—a cause which Government planning can apparently d 
little or nothing to remove. As Mr. Oscar Hobson pointed out in an eloque1 
] 
broadcast recently : 
“Now the boot is on the other leg. Reason has changed sides and argues co 


clusively the other way. It is if we do uot keep production up to concert pitch and 
cannot, therefore, maintain and expand our exports that we shall get unemployment 











Unemployment will come not through a failure of demand for the final products of 
try, but through a failure of its supplies of raw material. There is something 
for 4 } ’ ad 
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a short, the political and social objections to fiscal and monetary methods of 

sromoting efficiency and effort simply do not arise in present circumstances. 
t is sheer muddle-headedness to argue that policies of monetary pressure 
vould now be mere prescriptions for creating unemployment. Some additional 

unemployment, on the Government’s own admission, is now almost inevitable 
hatever policies are followed. If the power of the purse can be enlisted in 
ie cause of personal effort, it would in fact | be an instrument for avoiding the 
inger of really large and chronic unemployment. 

At this point, the policy needed to promote efficiency by putting pressure 

personal incomes blends imperce ptibly into the policy required to stop 

flation. But the two should not be confused. In principle, an anti-inflationary 
idgetary policy must provide a surplus sufficient to make good the shortfall 
of spontaneous private savings by comparison with the demands made by net 
investment (after deducting external “ disinvestment ’’). A fiscal policy for 
industrial efficiency requires an equivalent surplus, but also demands that it 
all be achieved without recourse to measures which have specific “ dis- 
neentive "’ effects, such as P.A.Y.E. and differential taxation of equity profits. 
\fter every efiort has been made to produce the surplus by cutting down 
<penditure, it argues in favour of most forms of indirect taxation (especially 
purchase tax), against subsidies (which are really “‘ negative ’’ indirect taxes) 
ind against direct taxation except on unearned incomes. It is pointless, on 
the very eve of the Budget, to try to suggest detailed possibilities. On the 
issue of inflation, the Economic Survey shows unaccustomed realism, admitting 
very argument about inflationary dangers which the critics of Mr. Dalton’s 
policy have urged for twelve months and more, and pointing out that the 
‘quired volume of savings is most unlikely to be generated now without further 
nflation. This evidence seemed to promise an orthodox Budget. Yet the 
ict that the Chancellor is still toying with the makeshift scheme for voluntary 
‘straints, which by itself is bound to fail, points the other way. 
But even an unmistakably orthodox Budget would not suffice by itself. 
Purely fiscal policy, however well designed both for avoiding inflation and for 
romoting efiiciency, will be defe ated if individual incomes continue to rise. 
» Chancellor may try both to maintain a stiff fiscal burden and to persuade 
W a rs to abstain from wage demands and entrepreneurs to keep down or 
even reduce profits. But the chances of success in these latter objectives, as we 
showed last month, are very slender indeed. Just as fiscal action is needed to 
reinforce the physical coutrols, so is monetary action needed to reinforce the 
fiscal measures. If monetary policy were brought into harmony with a tight 
budgetary policy, the menace of rising wages and profits would quickly recede. 
The resources of priority planning and credit management are now so highly 
developed that a policy of selective credit limitation could work very flexibly 
nd yet be a very potent instrument. 

These two instruments together—the fiscal and the monetary—could 
provide precisely the incentive of financial pressure which might shz ike Britain 
at of this mood of lethargic and even fatalistic depression. It would not bea 
palatable policy. But the alternatives—if, indeed, any workable alternatives 
exist—would be even more unpleasant. Above all, this is the only policy that 
offers any chance of launching the new crusade, the moral regeneration and 
determination which alone can lead Britain up the steep path from this dark 


valley. The trade unions, the academic socialists and die-hard planners, the 


wishful thinkers in quite different walks of life, will greet such proposals with 
vostility and suspicion. Let them try to think of a better alternative. 
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Self-help in Western Europe 


HE European Recovery Programme is unmistakably under way. Many 

difficulties no doubt remain to be overcome, both in the United States 

and in Europe, before the projects now being formulated acquire definite 
and recognizable shape. And apart from these immediate difficulties it remains 
true that there will be yearly agonies on each occasion on which Congress is 
asked to renew its support for the programme over the ensuing year. But 
there can be no retreat now from the solid and astonishingly rapid achiew ements 
made since the Secretary of State, Mr. Marshall, made his momentous an 
historic speech at Harvard in June, 1947. Last month the U.S. Senate passe 
the “ Economic Co-operation Act of 1948 ’’—as the measure is now known- 
with the convincing majority of 69 votes to 17. In presenting the bill to the 
House of Representatives, the U.S. Administration has sounded a note of 
urgency almost verging on hysteria, and there is every likelihood of an early 
passage through this, the more difficult, of the two houses of Congress. 

For the ease with which this measure, with its promise of the virtual gift of 
$5,300 millions to Europe over the coming year, has been accepted by the 
general American public and its representatives of Congress, recent events in 
Europe must largely be deemed re-ponsible. The cumulative effects of th: 
Russian attitude in the United Nations discussions and especially the menacing 
developments in Czechoslovakia and Finland, made it certain that this great 
programme upon which the whole future of Western Europe depends—but 
which looked so uncertain only a few months ago—would be successfull, 
launched. 

It would be unfair, however, to attribute to so negative a factor the 
momentum which the European Economy Programme has now attained. One 
eed only glance at the Progre ss Report of what the sixteen potential recipients 
have achieved to realize that Europe has not been backward in its own effor 
of self-help, and thus in meriting the aid which the United States is preparing 
to give. But if the general picture which this document presents—it has bee 
duly adopted by y the second meeti ng of the Committee of European Economi 
Paine Mathnars some shafts of light, they emerge only from th: 
deepening shadows cast by the approaching exh: iustion of the gold and con- 
vertible currency reserves of most European countries. 

The Report gives an impressive documentation of what has been achieved 
by Europe, despite this handi icap, since the first report of the C.E.E.C. was 
published last Se; ptember. The improvement in coal output has perhaps bee 
the most import: int, and certainly the most basic development. In particulaz 
the report draws attention to the fact that coal exports from Britain wer 
resumed early in 1948, well ahead of the date foreseen when last summer's 
conference took place. In the Ruhr, coal production has risen to 300,000 tons 
a day and is now enough to provide for coke exports of 7,600,000 tons a year. 
The Economic Commission for Europe, which has taken over the duties of the 
European Coal Organization, has made arrangements that will canalize thes: 
exports of coke from the Ruhr to the steel producing countries that most need 
it, namely, France, Luxembourg and Belgium. On the important subject of 
manpower, considerable progress has been made and arrangements have been 
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Italy. The Progress Report points out 
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irticular, surplus labour in Italy has been shifted to France and Belgium 


me progress has been made in moving displaced persons from Germany 
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nificance, therefore, hangs on the form, character and powers that 
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ruly representative national delegations, with the object of ensuring 





that nothing will be decided by that organization which has not in effect had 


prior approval of the particiviting governments. 

These conflicting views have a familiar pattern. Britain’s attitude here 
parallels that which she has adopted t towards all recent probl ems of the shape 
of international organizations. There is a suspicion in Britain of highly 


elaborate blue-prints and a corresp¢ ae g liking for organizations which begin 
in a small way and gradually build themselves up, adapting themselves to 
the circumstances which they have to meet and the objectives they have to 
serve. In the British view this is how strong and enduring organizations are 
built, and the British constitution can be claimed as an example and product 

of this type of evolution. The French ad with its desire to see established a 
strong permanent secretariat, makes a more logical appeal. In particular, it 
is certain to commend itself to the Americans—with their penchant for highly 
elaborate plans, drawn up to the last detail against contingencies which may 
ever in fact arise. It may be questioned, indeed, whether the French con- 
ception of the continuing organization is rooted in a sincere desire to create a 
ew international authority to which ae segments of economic sovereignty 
would be yielded, or whether the proposals have a more demagogic intention 


nd, in particular, were intended to please poe impress the United States. It 


an cert ach be said that the French views have not commended themselves 
» the more cautious of the delegations at the Paris meeting—those of the 
Benelux countries, the Scandinavians and the Swiss. This is not because 


ntries resist the conception of Western union, but because they 
Cl how much damage could be done to that cause by vesting too much 





uthority in a new untried organization, by expecting it to run before it has 
leamt how to walk. But, whichever view prevails, it is clear that the new 
‘anization will have to be endowed with wide powers and re- 
sponsibilities—whether the executive power is vested in a new international 
cretariat or in the national delegations that will be represented on the 


fhe tasks that will await the organization can be discussed and envisaged 
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Julie in en mciy Oi its character. i therto those tasks have been e: presse d 


in the most general terms—the closer integration of European industry and 
transport, the maximization of intra-European trade, the compensation of 
itra-Luropean payments. In the more specific context of Marshall aid, the 
ntinuing organization will have to prov ide joint procurement machinery that 


eat 3 } } “ae . : 4 | ae eer il ee 
will have LO De establis leq. it wlia ilso have to co laborate with the American 


Ir or in Washington, who wiil be given the task of supervising the 
location of aid from the American side and the use to which it is put. 

Among the more general objectives of the European Recovery Programme, 

one that has hitherto received little attention is the restoration of dollar seli- 





uificiency to Marshall Europe. The first report of the Committee of European 
Economic Co-operation, in making its estimates of the 16 countries’ balance of 
payments, assumes that even at the end of the four- year recovery programme 
the nations in question would have a deficit oi $ $3,530 millions with the Western 





Hemisphere. lt is on this aspect of the economic ~_ m of Europe that the 
greatest attention will have to be concentrated i the months immediate ly 
thead. There has been a tendency in dicening Qo work of economic in- 


tegration in Europe to fasten on the objectives of maximizing trade within 
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Europe, thereby somewhat ignoring and, in some cases, definitely running 
counter to the wider objective of restoring equilibrium in the balance of payments 
between these countries regarded as a whole and the Western Hemisphere. It 
stands to reason that certain types of trade which might maximize the volume 
of transactions between European countries would also prove inimical to the 
maximization of trade between these countries and the United States. 

This wrong-headed policy finds support even in the Economic Survey, with 
its passages on unrequited exports and its tolerant references to trade in un- 
essentials between European countries. If the resources of material and man- 
to this trade in relatively unessential commodities could be 
diverted to the manufacture of goods reserved for the hard currency markets 
the volume of trade within Europe might suffer but the much more important 
objective of Europe's self-sufficiency vzs-d-vis the Western Hemisphere would 
gain correspondingly. The subject is one of particular importance to Britain, 
whose industry and external trade are so largely based on the manufacture 
and sale of relatively unessential goods. This, however, is a case where the 
wider interests of European integration must prevail over the more specific 
interests of the participating countries. 

This particular aspect of the economic problem of Europe, i.e. the return to 
dollar self-sufficiency, should also colour consideration of the European com- 
pensation scheme, of which the Progress Re sport speaks so favourably but 
with such regretful reservations as to its scope in prevailing circumstances. 
Paradoxically, it could be argued that, in existing circumstances, the road 
should not be made too easy for the expansion of intra-European trade and that 
in consequence second and third thoughts should be allowed before Europe 
allows too great an allocation of Marshall dollars to be made to the balance of 
payments compensation scheme. These hesitations would, however, acquire 
far less weight if closer physical control over what is produced and traded 
within the community of Marshall nations ensured that appropriate priorities 
were given to absolute essentials and, in particular, to the production of those 
essentials for which a market could be found in the hard currency countries 
and especially in the United States. 

For Great Britain the negotiations that are now under way will raise 
problems of exceptional difficulty. Already the frontiers of autonomy in 
financial and monetary arrangements are being tested. In the discussions 
which have taken place in Paris very pointed questions have been asked— 
whether Britain’s claims to be a me anber of Western Europe and her promises 
to help in the economic recovery of the Continent are quite compatible with 
the “ unrequited exports ’’ which Britain is now making to the sterling area 
How far should the recovery of Europe take precedence over the 
7 — ’s and Pakistan’s sterling balances ? How far should the 
rench railway system take precedence over new railway 
Africa ?. These are the kind of questions which crystallize 


power devoted 


countries. 
repayment L 
restoration of » Fr 
construction in] East 


all the difficulties and all the conflicting allegiances to which Britain, as the 
head of the Commonwealth family and as the main instigator of Wester 
European economic federation, will be subjected. The opposing claims can 
be reconciled. But it would be doing a dis-service to the great cause of Euro- 


pean rehabilitation to under-estimate the difficulties that will have to be 


surmounted in achie ving ‘ that reconciliation. 
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Staffing the Clearing Banks 
I—The Problem Posed 


Among senior executives and other thoughtful people in the banks, long- 
range questions of staff policy and organization are causing more concern than 
perhaps at any other time since the banking system assumed its modern shape. 
Social changes arising partly from the war, but also from the fundamental trends 
of populauon, have radically altered the problem of clerical staffing as under- 
stood in the past. In the inverests of the banks and their staffs, as well as other 
“ black-coaied’’ employments, it is of great importance that the issues which 
now need to be faced should be fully and frankly debated. 

To stimulate such discussion, and not with the object of advocating any 
particular solution—for no firm conclusions can be drawn until the facts have 
been fully explored—THE BANKER, @s 4 first step, has arranged for two thought- 
provoking contributions from experienced and well-informed officials in 
different banks. The first of these articles ts printed below. It outlines the 
shape of the problem which now emerges, and suggests some of the lines along 

which a solution might be found. The second ‘article, written from another 
point of view, will appear in an early issue, and will put forward a somewhat 
different solution. 

For evident reasons, contributors to this series will remain anonymous— 
even to each other. Strict anonymity will also be preserved—unless the author 
requests Otherwise—in any resulting correspondence.—ED. 


By a Special Banking Correspondent 


EF: ER since 1939 problems of staffing have bulked large i in the minds of all 








responsible officials in the banks. At the outse d, until quite 

recently—it was widely assumed that the war-time difficulties would 
largely disappear during the phase of demobilization and that the post-war 
proble m would be mainly one of transitional resettlement. Now, however, 
those most intimately concerned are becoming increasingly aware that they 
are confronted with both immediate and long-range problems wholly different 
from those with which they had to deal be fore 1939. Between the wars, 
there was in one sense no staff problem at all—the banks hardly ever found 
any reason to doubt that a sufficient flow of new recruits would be forthcoming 
to keep their organization fully manned. There is no such assurance now. 
Those whose duties or inclinations force them to consider the problem are 
gradually beginning to understand that the present difficulties are by no means 
merely a particular reflection of the general overstrained state of the national 
economy as a whole, but spring from more deep-seated and enduring causes. 
This being so, the search for a policy to’ensure an adequate manning of the 
banks in future inevitably demands reconsideration of the staff problem in 
all its aspects, including methods of recruitment and promotion, the level of 
salaries and increments, and the types of men and women whom the banks 
need to attract. But although such problems are now receiving increasing 
attention, only a few people, even among those most closely concerned, seem 
yet to have realized either the magnitude of the change which is taking place 
or the full implications of the influences responsible. 
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The pre-war pattern will be familiar to all. The big banks, like the big 
assurance offices—to which many of the considerations discussed in this article 
equally apply—regularly recruited the great majority of their employees at 
the age of seventeen “ plus”’ and provided assured employment until, at the 
age of about sixty, employees were retired on what, by most standards, must 
be regarded as a liberal, if not generous, pension. Unlike the assurance com- 
panies, the clearing banks offer none of the perils or the attractions of “‘ outside’ 
commission earning. With this exception, however, the staff set-up of the 
clearing banks approximates much more closely to that of the assurance 
companies than, for example, to the smaller banks and money market houses, 
In the past, these various interests as a group—the clearing banks, assurance 
compare s, and smaller banking houses—have in effect been aided in their 
staffing arrangements by an educ: ation system and social habits which virtually 
assured to them an ample supply of school-leaving recruits drawn in general 
from the same section of the middle class. They have found among these 
recruits, moreover, not only the stuff of which general managers are made, 
but also a sufficient proportion of men who were or became content never to 
rise beyond the level of routine functions and limited responsibilities which 
are inevitably the portion of the majority of the staffs of any large organization 
such as the banks. 

The feeling that this system would endure, and that the banks, after a 
troublesome but relatively short phase of post-war resettlement, would again 
be able to count upon more or less automatic recruitment of staffs offering 
approximately the requisite mixture of qualities and contrasting abilities, was 
perhaps encouraged by experience in Britain after the 1914-18 war—when, 
indeed, the flow of recruits was greatly enlarged. It may be noted, however, 
that a study of conditions in some continental countries between the wars 
might have shaken any such complacency. 

Now it is apparent that the assumptions upon which the banks depended 
before the war are being undermined by long-range social changes. Five 
distinct influences are clearly discernible. Each of these deserves separate 
consideration, but it may be convenient to list them briefly at the outset : 

(1) Most far-reaching, perhaps, is the long-run trend of population. Vital 
statistics suggest that by about 1951 the number of seventeen-year- 
olds available for employment will be smaller—except for two quite 
sila’ years in the mid-1930’s—than at any time since the banks 
and assurance co mpanies first became organized into large units. 

(2) Hopes of “ full’ ger ti ment, and the doctrine that the state may be 
able to ensure it, obviously alter radically the attitude of potential 
recruits to wich ‘ments whose primary attraction in the past has 
been the high degree of “ safety’ they assure—‘ safety ” not only 
in terms of a “ life’’ job, but also the assurance of salary increments 
to at least a known minimum level, and of a pension at the end. 
Mor over, however great the doubts about the oppo of the Govern- 
ment in fact to c ontrol the tides of employ ment, a comparable influence 
is exerted by the great increase both in the scale and liberality of 
social insurance, which inevitably discounts correspondingly the 
attractions of “‘ safe’’ employment and pension rights. 

(3) There is no doubt that clerical employment as such has diminished in 

popularity relative to other employment. Not only are more and 
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more people seeking an “active’”’ life, but clerical work in large 
organizations becomes steadily more mechanical and specialized, and, 
t least at the routine level, therefore less interesting. The revulsion 
vhich has been noticeable recently is perhaps large ly the result of the 
war, but it would be unwise to assume that this tendency is purely a 
post-war phenomenon. 

4) The new Education Act has far-reaching implications for all large 
employers of clerical labour. The banks in the past have drawn an 
overwhelming proportion of their recruits from the dav secondary 
s owners and have, in effect, depended for their supply of first-grade 
material primarily upon the fact that, among these recruits, there 
“a wine been a sufficient proportion of “ bright '’ boys who were 
available to the banks because their parents could not afford to send 
them to the universities or to bear the cost of entering them for the 
professions. Now, however-—or at least as soon as physical accom- 
modation and the supply of teachers permits—most of the “ bright ”’ 
boys will stay longer at school, with the probability that the best will 
proceed to higher education and preparation for the professions. 

(5) National service is likely to accentuate these tendencies, and will < 
least upset the banks’ standard practice of recruiting mainly at age 
seventeen. It seems likely that the tendency of “ bright ’’ boys in the 
grammar schools, upon which the banks will presumably mainly rely, 
will be to stay at school until the time for national service arrives, so 
that they would become available for the banks—if available for them 
at all—only at age nineteen or twenty. 

From now onwards, and for an unpredictable number of years, these five 
factors will profoundly influence British industry, and especially the large 
clerical employments. The significance of the first factor—the trend of 
population—has been repeatedly emphasized by economists during the past 
twenty years; but, in the present conte xt, the warning given by Professor 
J. H. Jones in the February issue of the Westminster Bank Review, although 
only the most recent of many, deserves quotation. He says: “Although the 
total population of this country has been growing (at a diminishing rate) there 
has been for many years a steady fall in the birth rate. The nation has now 
reached a stage at which not only the total child population, but also the total 
working population up to thirty years of age, is rapidly declining, the growth 
in the total industrial population being due to the still rapid increase in the 
older section. The average age of the working population is steadily rising, 
nor is it to be expected that the experience of middle age fully compensates 
ior the strength, endurance and adaptability of youth. We must therefore 
expect, for the next generation, a decline in the all-round efficiency of labour 
in relation to the work that it will be required to perform. We cannot be sure 
that the rise in the birth rate during the past two years will continue. Even 
assuming, however, that a change in trend has taken place, it can produce no 
effect upon the trend of the working population for at least fifteen years, 
during which period it will represent an increasing burden upon the resources 
of the community, while it can produce no marke d effect for a much longer 
period. We must therefore accept the fact that for as long as we need consider, 
the nation will be required to maintain an economic system with a body of 




























vorkers growing steadily older, less adaptable and, on the whole, less efficient 


oth in manual and in mental routine work ”’ 

sh 1 + 4 & ange } “—_ 234% > a ie “+ = —_ " fe 4 = 1 — 

{oOo wnat extent are the Clearing Banks lik iV To be alrected Dy tne decrease 
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n the fiow of new recruits? We shall first consider numbers without regard 


» source of intake. Immediately before the war the Clearing raaee dips ani 
pproximately 67,000 persons—-54,000 men and 13,000 women. As the demands 
f the Forces grew more and more insistent, the ratio between the sexes in 
clerical occupations altered rapidly ; by the summer of 1945 women in banks 


nearly as numerous asmen. The continuation of conscription into peace- 


le pressure of apparent over-employment in 
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ive so far prevented a return to the 1939 proportions. Although no recent 

statistics are available, it appears that the total number of employees, which 

ell by about 10,000 between 1939 and 1945, is probably now as large as—if 

ot larger than—it was nine years ago, but that the proportion of women has 
bly increased. 








RECRUITMENT NEEDS—AND PAST POLICIES 


li the total of males is about 54,000 and if they were — spaced out 


between the ages of 17 and 60, there would be an annua tirement figure of 
bout 1,250 (and, other things being equal, a roughly corresponding annual 

demand for recruits). In fact, however, there are re atively i male clerks 
f under twenty and there is the well-known “ bulge” caused in the 40-50 

by the staffing policies adopted at the time of ~ big amalgamations 

nd the period of brisk competitive expansion of the banks in the nineteen 


es. n consequence, the annual efflux of men is likely to be rather 
irger than the arithmetic average, and for a time may rise by as much as 
) per cent.- * about 1,500. The vagaries of — financial uncertainties 
ind national defence requirements make it unrealistic to speak any longer of 
normal entrance age of 17— now there 7s no es ut it may re asonabiy 
be assumed that some at least of the banks will adopt a policy of seeking to 
ecruit lads of 16, will then give them two years’ training, lose them to the 
‘or f id then receive—or, at least, hope to recetve—the majority 
f them back. If no change of policy takes place, there will be, side by side 
his, a steady recruitment of young women to serve as shorthand typists 
nd routine clerks. The necessary annual intake of men may be put at about 
,300. This number constitutes a very small proportion of all the lads who 
ach the age of seventeen in any one year. Yet- small though this demand ts 
adverse conditions of recruitment over a quinquennium would be sufficient 
» disorganize the whole banking acrangemnenes of the country. 
Opinions may differ on the question whether the mixture of staff types mn 
» Clearing Banks has resulted from circumstance rather than frbm deliberate 


olicv. For obvious reasons, the great public boarding-schools have never 
n regarded as likely suppliers of the kind of men required, but considerable 
iumbers have been drawn from other boarding-schools and from the big 


public day-schools such as Dulwich and Manchester Grammar School. But 
the main stream has come from the ordinary secondary schools, and has 
cluded in recent years an increasing flow from the schools w holly maintained 

y the State. In the future, the proportion of this second element will probably 

increase, aS more and more middle-class children are sent to the County 
mmar Schools created under the Butler Act. But how far will the condi 
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ons offered by the Clearing Banks | be able, under the pressure of o 


t 
to attract the types of entrant to which the banks have been accustomed, and 


to which their whole staff policies and organizations are geared ? 


A glance at the material inducements offered by the banks to their employees 
{ 


suggests at once a wee pir between bank and bank so marked as to bear 


+ 


very sign of concerted planning. Men rise to a minimum of about {500 a 
ar in London at aaeetie years of age; if thereafter they remain ‘“ un- 
yppointed “’—that is, if they do not secure prom ytion to positions of special 
ssponsibility—they can expect, even so, to climb to about £650 by thé time 
hey reach sixty, when they will retire on a two-thirds pension. A few of those 
who get out of the “ ruck’ may end up as chief general managers with five- 
figure salaries, while about one in every five will eventually enjoy an income 
ranging from £700 to £3,000. There is the pattern, set in the frame of a security 


hitherto so absolute that not even when the nation’s unemployment figures 


eS, ee aren } ne eee at . _ 
were at tnelill highest did 1t occur to bank men that the axe and the dole might 
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become é/lezyv portion. 
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For those who feel confident that will get well clear of the ‘‘ ruck’, 
t insubstantial. but the ratio of those in the 


j 
1 . 2 1 
i 


he higher reaches is so great that the main 


the inducements are evidently ni 
inder £700 group to those in t 
appeal of banking 1s bound to be—and in future will increasingly be—to those 
whose desire for security outweighs their ambition. It might at first glance 
appear that the whole drift of social legislation, with its emphasis upon 
security, is proof that the population is becoutiang more and more attracted 
by the charms of stable « nike rent ; and that, in consequence, the banks, in 
particular, will never lack male candidates for jobs. (Female recruitment, « 


course, depends on quite different factors—ior here the promise of lifelong 








security does not exert anythin: so strong a pull.) but, in fact, as has 
} — = ‘ : i. eee ° Rees ’ ral Ls r tha “he149 1] 
ilready been suggeste d, there is at least stron probabuity that social 





nsurance and ioe of tx employment with guaranteed minimum incomes 





(however unrealistic some of these objectives may look in the _— il conditions 
f 1948) will have quite the opposite effects, by actually reducing the relative 


ittractions of the traditionally most stable employments. 


EFFECTS OF NEW Epwucation Act 


Acting and reacting upon these influences there will be the far-reaching 
‘iiects of the new system of education. Even in recent years the spread of 
) tion has already so markedly increased the number of boys 
reaching the gra vile at present hall-marked by the General School Certificate 
that the standard expected of candidates for the better clerical jobs has tended 
to rise beyond that, and in many instances in the past the Higher School 
Certificate level has been demanded. Yet we are only at the beginning of the 
movement ; as the Education Act becomes more fully translated into buildings, 
teachers and equipment, the stream of boys educated at least to the standards 
expected by the banks in the past, will grow to a flood. 

But, although there will be large — growing numbers of boys reaching 
at least these minimum standards, and probably actively seeking the adminis- 
trative and better-grade clerical posts in all spheres, it certainly does not 
follow that the banks will be offered a correspondingly increased supply of 

bright ’’ lads, upon whom they depend for the manning, in ten, fifteen or 
twenty years’ time, of their key positions. On the contrary, the proportion 
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of really promising material in the whole batch seems likely to decline, and, 
on a longer view, might become quite inadequate. In every school there is 
a considerable proportion of solid pupils of no more than mediocre capaciiy 
and mediocre zeal who, despite these limitations, are, under expert guidanc 

reaching standards of education—at least so far as they are evidenced by t 

still inevitable “ certificate ’’—to which their fathers rarely aspired. At the 
end of it all, such are the mysteries of this system, capacity and zeal are still 
mediocre but the certificate is ready to be put in evidence to the insistent 
employer. There is an idea about that this cohort makes up in “ character 

for what it lacks in quickness and adaptability, and is therefore highly suitable 
for many subordinate but responsible posts in business. This is surely a 
debatable view ; the writer would question even whether the barely successful 
student has more determination than his more distinguished colleagues. At 
all events, this is far too flimsy a basis for the banks to rest upon for the 


l 
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staffing of their more responsible posts—if it should happen that it is from 
such grades as these that the bulk of their future recruits will come. Yet 
this seems in fact to be the most likely prospect. The Education Act is giving 
more and more bright youngsters a chance, and the clever boys are likely to 
have their attention distracted from the inducements of banking—broadly 
speaking, they are open to them at present only if they join at age 17 to, say, 


19—by the possibilities held out to university graduates. Thirty years ago 
it was practically impossible for a son of poor parents to go to Oxford or 
Cambridge and it was very difficult for him to enter any other English univer- 
sity. Broadly speaking, the only chance was that offered by the “ open” 
scholarship—but the winner was nearly always a product of one of the leading 
public schools. To-day, ali that is changed by the spread of state and count) 
scholarships, and a clever child fortunate enough to live in a rich county such 
as Surrey can look to public funds to provide him with his entire keep through 
three years of university life. 

Some, arguing from the experience of many “ self-made” graduaies 
various branches of commerce between the wars, may contend that the material 
prospects of the average graduate are not so good as to deflect a very large 
number of boys from clerical jobs such as banking. In fact, the chances fer 
the graduate are changing fast even in the most conservative of businesses ; 
but, in any case, the pull of the university happily arises from many oth: 
factors beside the material ones. Moreover, the enlarging education system 
will itself absorb increasing numbers of graduates, and the Civil Service, 
though (it is to be hoped) reduced below its present proportions, will make 
bigger demands than before the war. All factors considered, the banks—at 
least if they adhere to the staff policies of the past—seem fated to recruit 
their juniors from a rapidly increasing number of mediocrities and a diminishing 
number of “ bright ’’ lads. If this happens, the whole balance of the arrange- 
ments which have served them well (admittedly, they have not always serve | 
the staff so well) will be drastically upset. 

What inducements can honestly be offered by the banks to ensure that 
their intake includes a sufficient proportion of above-average and exceptional 
juniors ? The writer has more than once spoken to parents’ associations on 
banking as a career for their sons, and he has been struck by the fact that 
banking is widely regarded as the ideal, or least convenient, solution of the 
problem of what “ to do with’ the boy who is “‘ quite good at games but not 
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nuch at his books "’; whereas it is taken for granted that the brainy youth 
must do “‘ something better ’’: the plan for him is London University—or, 
f he is lucky, Oxford—and, thereafter, one of the professions or the Civil 
Service. This outlook has been fostered by the bias of headmasters and careers 
masters, among whom banking is gene rally accepted as designed by heaven 
is a receptacle for the steady -going lad who ends in the upper fifth. 

If the banks really want mediocrity and “ sureness’’ in preference to 

rains, enterprise and ambition, their methods of remuneration and advance- 
wre are admirably contrived for the purpose. A safe £500 a year by about 
the time when the first or second baby is coming, and then a slow but almost 
equally certain climb up another few rungs, with a pension at an age when 
leisure can still be fully enjoyed—all this sounds just right to boys in the 
first category. Those in the second are barely interested to learn that 20 
per cent. of entrants will eventually pass beyond this kind of thing and that 
there is a pleasing number of managerships carrying four-figure salaries ; 
but these boys will judge the prospects by the men they know who, 
though they may ultimately attain a good position, have to wait for i 
until they are on the threshold of fifty, or even older than that. The 
discerning youngster will know, too, other men, no better endowed, who have 
entered general commerce and there found that youth, far from being a handi- 
cap, can be an asset ; on the other hand, he will be incre asingly made aware 
that certain great industries are vying with the Civil Service and the teaching 
profession to secure the services of young graduates who have taken good 


degrees. 


NEED TO ATTRACT UNIVERSITY GRADUATES 

Beyond doubt, this prospect of an increasing diversion of sixth-formers to 
the universities brings a need for the banks to reconsider their objections to 
the recruitment of graduates. To most staff managers in the banks before 
the war, those objections seemed almost axiomatic. The valuable servant, in 
their view, is one who starts at the bottom as a junior of seventeen, full of the 
humility be fitting a raw recruit, who finds it natural to learn the ele mentary 
jobs thoroughly and to accept without question the hierarchy into whose 
framework he is being built. The entrant from a university, however well- 
equipped and promising he may be, thus comes to be regarded as a disturbance, 
even a nuisance, because he does not fit into this pattern. He arrives at the 
age of twenty-one or twenty-two, is perhaps inclined from the start to be 
critical of the staffing set-up and, considering that he is demeaned by doing 
post-boy tasks, never masters the groundwork of office routine—-which most 
staff officials consider as absolut ely indispensable, whatever the particular 
qualities of a recruit or the special duties to which he might later be called. 

Looking back, one is inclined to ask whether there was ever sufficient 
recruitment of university men to allow the law of large numbers to do its 
revealing work. Certainly, if it is true—as is popularly assumed—that graduates 
have not on the whole been successful in the banks, this experience really 
proves nothing at all, for the banks have never had a representative sample. 
Can it be believed that the grudging acceptance of graduate entrants was 
conducive to the offer of the best material? Again, the practice of offering 
no more than two years’ seniority to a recruit of twenty-one, thus putting him 
on the same salary level as the normal nineteen-year-old, carried on its face 
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rank to their credit. This material was open to serious @ priort objections, but 
far as can be judged after an admittedly short space ot 

justified itself, and has demonstrated th | 
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It seems the general practice to bring these ex-Servicemen in with 
age-seniority : that is wise, and the same rule should be followed where an 
graduate is taken on. [ven so, the commencing salary of a twenty-two-year-old 
would compare unfavourably with that in a Burnham scale grammer school 

- with that offered by the administrative class of the Civil Service. It follows 
that, to provide a sufficient inducement to first-class men, the prospects need 
to be egy AO better than in these occupations. Apart from th 
advantages derived from long holidays, few een contest that cage Bg te 
the able man, brings, even in the medium run, somewhat great« 
gains than does teaching, and in the long run the material ad\ ain S are 
overwhelmingly in its favour. Comparison with the administrative Civil 
Service yields a different result : it is true that at the top of the Big Five tree 


there are salaries to be gathered considerably in excess of any paid by Whitehall 
but in the middle senior reaches the civil servant does as well, he does it earlier 
nd the next few steps ahead are clearly and comfortably marked out. 
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bracket. Indeed, it was de finitely d eawnil that this overleaping should be 
the general rule when first-class appointments, and the big managerial post: 
n ques stio m. Such an panini has the disadvantage oi 
somewhat limiting the directors’ latitude, but this is a small price to set against 
the benefits accruing to the bank, always provided that justice moves as 
sternly aga iinst the incompetent and lazy as it does in favour of thie really 
valuabie servants. 

This proviso o is of great importance ; but it raises at once the vexed problem 
of relative levels of salaries in the several age-groups. It has been suggested 
already that the economic rewards normally obtainable by able bank empioyees 
between the ages of t ef -two and forty-five are not sufficient to attract 
young men who have had an opportunity of looking round—and who have 
the foresight to poe what their position would be in those years. In par- 
ticular, the salaries obtainable in the grade below managerships (the label 
differs, but the second man at a busy twelve-man branch may be taken as 
representative) surely need to be stepped up considerably, and some improve- 
ment seems desirable also in the remuneration of the grade broadly classifiable 
as managerships. 

if the banks feel they cannot make such changes without diminishing the 
salary bill elsewhere, then the diminution should be frankly faced. Con- 
ceivably, it could be facilitated by exploring still further the possibilities of 
dilution. The utilization of women for routine jobs other than shorthand 
typing has already made advancement easier for men because the number o 
competing males is correspondingly reduced. Though at present it is more 
dificult to recruit women than men, that phase may be short-lived; and 
experience during the war encourages a belief that the dilution of male labour 
by female could be usefully carried further than has yet been done in peace- 
time banking. This particular approach will, of course, bring the required 
results only if the men who necessarily are excluded are in fact all men who 
would have ranked in the mediocre class—the potential “ up to £700 and then 
stick ’’. How far further changes in office methods can be used in order to 
secure a greater dilution the writer cannot pretend to say. The general opinion 
seems to be that, given the overall structure, few if any large banks can 
economically extend their simple mechanical aids ; but there is a possibility 
that informed investigation of experience in other branches of business may 
yet have some victories to win in this field. 

In the present writer’s opinion, the re cruitment of a specifically lower-paid 
male staff so as to constitute a permanent “ second division ’’ on the lines oi 
the Civil Service clerical grade is repugnant to the entire tradition of our banks, 
and would present far too many administrative problems to make it worth 
trying. But even if there were some increase in the intake of women, it might 
still be necessary to lessen the aggregate of the salaries paid to the group of 
men who by, say, 37 have plainly gone as far as their merit is likely to justify. 
But this is a big block, and sn all savings per head here would apes a 
considerable sum out of which to finance better inducements for the more 
responsible appointments. In this era of egalitarianism, this will inevitably 
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seem a hard doctrine; many bankmen who would not be penalized by it 
would certainly disapprove of it wholeheartedly. But if some solution of the 
problem is not found, the anomalies and injustices between different grades 
and abilities will be much greater in the future than in the past. In the absence 
of ee statistics, this proposal lacks authority, but the various salary 

eotiations of the past twenty-five years point to the difficulty of doing much 
for the over-scale man who is unsuitable for promotion without at the same 
time carving slices out of the allocations for the more deserving. It should be 
remembered, too, that periods of monetary inflation, more particularly when 
they are lengthy, tend to bring about a decrease in the salary precedence of 

higher clerical and managerial posts, and it is one of the most difficult 
duties of those responsible for the distribution of emoluments to counteract 
in some measure this unhealthy tendency. To argue, as some do, that enter- 
rising job-seekers do not bother their heads about distant ends is to underrate 
the intelligence both of the lads themselves and of their parents ; we esa not 
orget that thirty years ago there was an inflation whose evil consequences 
have set their mark on the means of thousands of middle-class people who 
have to-day to guide their children’s choice, and it will be fatal to the efficiency 
of banking if reasonable fears are not allayed. : 

There remain three other features of the banks’ staff arrangements that 
have been held to lessen the attractiveness of banking for the more intelligent 
of possible entrants. It is frequently charged against the clearing banks that 
substantial promotion comes late in life, that a representative man of the type 
who eventually reaches a managership does not attain his goal until his 
children are out of their school years. There is reason to believe that recently 
this complaint has lost a good deal of its former force. It is right at this point 
to draw attention to the frequency with which the Bank of England promotes 
its promising younger men and we have no doubt that a similar sound adven- 
turousness is beginning to inform the clearing banks ; but it is not enough to 
pick out one or two stars in this fashion—the “high pressure exerted by difficult 
circumstances calls for an injection of youth in a wider measure than any 

t 


et atte mpted. 


SQUARE PEGS IN ROUND HOLES 


The next stumbling-block is the self-denying ordinance by which a clearing 
bank re frains from accepting transfers from any other clearing bank. This 
theoretic ally limits the opportunities of advancement and gives rise to un- 

vwourable comparison with the insurance world, where movement of staff 
rom one big office to another is still possible. Closely related to this is the 
fact that the banks’ non-contributory pensions schemes act as a strong deterrent 
to men from going elsewhere, for should they leave their bank they leave with 
it invisible (and intangible) accrued rights that grow from year to year. On 
these two points, however, the banks have a reasonable answer. The blocking 
of bank-to-bank transfers serves the useful purpose of preventing the possi- 
bility of poaching expeditions with all the unsettlement and ill- feeling they 
would bring in their train; but, in fact, it is unlikely that there would be 
many shifts in any case, since the inducement would be mainly to men in 
one of the “ bulge” groups and these must cover the same age-bracket in all 
the banks. As to the grip of the pensions arrangements, these are such a boon 
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to the lower-paid man that they ought not lightly to be disturbed. And, from 
the employers’ point of view, why should a 1n institution facilitate the departure 
of its ablest employees by granting handsome provident fund encashments ? 
On the other hand, these impediments to staff mobility may equally have the 
effect of keeping square pegs in round holes. The banks do not gain—and the 
community may suffer—from practices which have the effect of reducing the 
inducement to a frustrated man to make a fresh start elsewhere. 

This question of frustration and unsuitability does, indeed, arise in certain 
other—by no means unimportant—aspects of the banks’ staffing problems. 
But the whole subject is so large that it is impossible to survey every aspect 
in a single article. This essay, “long though it is, makes no claim to be com- 
prehensive, still less to have pointed dogmatically to any facile solution of the 
very difficult issues involved. This is, perhaps above all others affecting the 
banks, a subject on which many and diverse points of view need to be con- 
sidered before conclusions are reached. In the end, perhaps, the banks may 
discuss them in concert, and with their employees’ organizations. But, in the 
meantime, the present object will have been amply served if it promotes 
further thought and discussion in the open forum of debate 


Indian Banking under the New Regimes 
By Geoffrey Tyson 


(Editor of ‘‘ Capital’”’, Calcutta) 
CatcuTta, March 14 


remains in doubt, the attitude of the new administration towards 
banking was defined at the beginning of the current session of the 
Dominion Parliament. The decision to nationalize the Reserve Bank of India 
and the Imperial Bank of India was announced early in February, the Finance 
Minister, Mr. Shanmukham Chetty, at the same time disclosing that Government 
did not intend to nationalize other commercial banks. To this extent Indian 
banking knows where it stands, which cannot be said of every kind of business 
activity. For some months past the air has been heavy with talk of nationaliza- 
tion, which, along with other circumstances, has tended to inhibit new forms 
of productive enterprise and stultify the old. By the time these lines appear 
in print we will probably know more about the direction of Indian economic 
policy as a whole. But up to now there has been a good deal of vague talk 
about the State’s acquiring “ key industries ’’ which, in the absence of any 
definition of a key industry, has not been very enlightening. By implication, 
however, we know that banking generally is not itself so scheduled. 
Nationalization of the Reserve Bank of India, which is to take place as 
soon as possible after September 30 next, will be very much pro forma ; for 
Whilst in theory it has always been a shareholders’ bank, in fact no change oi 
ownership can possibly make its future relations with Government closer than 


Wy a. much else of the Government of India’s economic policy still 
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I wunier RIAL BANK 
The Government of India has also accepted the principle of nationalization 
of the Imperial Bank of India. In so doing it pes is committed itself to a larger 
and more complex banking project than is involved in nationalization of the 
Reserve Bank. The Imperial bank—a merger of the three former Presidency 
banks in 1921—has always enjoyed a special position in the banking systerna 
of the country. Until the advent of the Reserve Bank in 1934 it was banker 
to the Central and Provincial Governments, municipal bodies and public 
ndertakings, such as railways, port trusts, etc. Most of these accounts went 
to the Reserve Bank as soon as it had been incorporated ; but the Imperial 
Bank acts as agent for the Reserve Bank in places where the latter is not 
direct tly represented. It is the principal oe source of crop finance, and 
1 economy of the country in a way that no other 


$ ‘ teaplias tha asrioatinns 
thus touches the agncultural!l 


bank does. In the field and in the factory the > tacilities of the Imperial Bank 
play an important part in jute, tea, cotton and sugar. It is the chief lender of 


inter-bank call money and it possesses more branches in the interior of the 
country than any ater bank. It has been the great training ground of the 
profession, and ex-imperial Bank men were posted to high positions in the 
kteserve Bank at and since its inception, and in many cases have become the 
senior executives of the bigger new banks that have come into being iu the 
war years. Its subo rdinate clerical and other staff are organized in closely- 
knit trades unions and recently there can have been relatively few moments 
when the management could say it was free of labour trouble, if the expression 
is permissible in the context of banking. Finally, and perhaps most important 
oi all, the [Imperial forms an important part of the banking system of Pakistan, 
particularly in the West Punjab, the N.W.F.P. and Sind. For these and other 
reasons it occupies a special position in the banking structure of the sub- 
continent. 

The Indian Finance Minister, Mr. Shanmukham Chetty, has wiselv decided 
to proceed with caution. Given the services of qualified personnel, the acquisi- 
tion of the CR serve Bank seems a fairly straightfo at proposition ; the 
nationalization e Imperial — presents a different set of problems. But 
it is argua le that control of the Imperial is a necessary corollary of state 

wnership of the Reserve “agg As the bank of issue, the Reserve Bank’s 

position in the country is and always has been supreme ; as the bankers’ bank, 
and the titular head of the money market, its authority has depended upon a 
close understanding with the powerful Imperial. Hitherto that undertaking 
has always sut isted, but a nationalized Reserve Bank, dependent in some of 
nt f i ‘ration of a privately owned 

in certain circumstances there might be anomalies and 
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proposes to adopt a similar basis for the acquisition of the share capital of th 
Imperial Bank of apes but the period for which the average market value oi 
the shares is to b <en will be determined at the time of nationalizing the 
Bank. This has left sharehold rs of the Imperial Bank in some doubt, for 
the time being, ab out the rate at which they will be boughi out. 

It will be observed that the new Government bank stock which is to b 
the medium of acquisition is to be a long-dated security, bearing interest at 
3 per cent. How such an issue will appeal to compensated shareholders, 
after the conversion of their bank shares into bank nationalization stock which 
they will have the option to sell, largely depends upon the course of interest 
rates between now and the date of acquisition of the Reserve Bank and later 
of the Imperial Bank of India. But as there is a steady institutional demand 
for gilt-edged, which needs constant replenishment, a new nationalization 
security will from some points of view “ a welcome addition to the existing 
supply of Indian gilt-edged securities. The proposed terms of compensation 
for the Reserve Bank shareholders are open to criticism in certain details, and 
it is perhaps noteworthy that the Bombay Shareholders’ Association has 
recently represented to the Government of India the various respects in which 
they fall short of the terms given by the U.K. Treasury to stockholders of the 
Bank of England when that was nationalized. It is claimed that the Govern- 
ment of India should have proceeded on the principle of maintaining thi 
shareholders’ revenue, as was done in the case of the Bank of England whose 
stockholders received 3 L 3 cent. Government Stock of £400 in exchange for 
4100 Bank stock, th us € iabling them to earn an income of £12— the yield on a 
nominal investment of Jone worth of Bank shares. It is argued that but for a 
special ordinance i:sued in 1943, limiting the maximum dividend of th 
Reserve Bank to 4 per cent., dividends would have been payable at 6 per cent. 
during and since the war years, which would have given Reserve Bank shares 
a much higher market value in the period chosen for determining the price. 
The point is of no great importance to the public outside India, but it is of 
interest in showing the tendency to continue to rely on British precedents. 
The prospect is ewes the shareholders of the Imperial Bank will probably get 
proportionately better terms than have been offered to the holders of Reserve 
Bank scrip, if only | cause the critics have time and a precedent on which to 


1 


formulate their arguments. 
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(;sovernment’s intention to set up a bank to be known as the State Bank of 
Pakistan, as soon as negotiations with the Government of India and the 
Reserve Bank of India are completed. The general concensus of opinion seems 
to be in favour of a compromise between a pure State bank and a shareholders’ 
bank. It is proposed that the Bank shall have a total paid-up capital of 
Rs. 3 crores, of which 51 per cent. will be taken by the State and 49 per cent. 
will be open to public subscription. The Bank will perform the same functions 
as are performed by the Reserve Bank of India. It will, where necessary, 
.dvance loans to banks against Pakistan secur ities and will take the necessary 
steps to support the gilt-edged market. The Bank will be entrusted with the 
management of the currency and will act as banker to the Central and Pro- 
vincial Governments. It will, like all other Central banks, be a bankers’ bank. 
No timetable for the launching of the State Bank of Pakistan has yet been 
xed, but its inauguration cannot be too long delayed in view of the separation 
of the currencies, central banking reserves and foreign exchange earnings of the 
two Dominions which is now taking place. For instance, the foreign exchange 
ace uing to each Dominion has been kept in separate accounts with the Reserve 
nk of India since the beginning of the year, and separate agreements over 
ste rerling balances have recently been negotiated and signed in New Delhi and 
Karachi. The Reserve Bank of India will cease to be the currency authority and 
banker to Pakistan on September 30 next.* All this points to the inevitability 
of a separate central banking institution for Pakistan, where the formation of 
a new large indigs nous commercial bank is also reported to be under considera- 
tion. Pakistan’s chief banking difficulties are likely to centre in problems of 
ersonnel. For instance, the latest half-yearly report of the Impe rial Bank of 
India 1, published only a di Ly or two ago, speaks of communal conditions which 
have been so exc edingly difficult that the Bank has had to close a number of 
its offices in West Punjab and the North-West Frontier because of a mass 
exodus of staff from Pakistan to India. The fact that the average Muslim 
is much less an office employee than his counterpart in India has led to an 
cute scarcity of trained commercial personnel of all kinds, and the matter 
has assumed such serious proportions that the Pakistan Finance and Commerce 
Ministers were recently obliged to call a conference of interested parties, 
including foreign banks, to consider how banking officers and staff might be 
obtained in replacement of those who left the country in the great refugee 
movement of last year. 
EW AGREEMENT ON STERLING BALANCES 
An event of importance to banks in both Dominions was the signing of 
new and separate sterling balances agreements between His Majesty’s Govern- 
ment and the Governments of India and Pakistan, which provide for con- 
gg oe and access to old sterling for both Dominions in the period January 
June, 1948. Details of the new agreements have been published, and in 
essence they are a continuation (with certain modifications) of the old agreement 
of last August, which was negotiated between the Treasury and representatives 
of the former undivided administration. The discussions in January and 
| ebruary between Sir Jeremy Raism: in and the Indian and Pakistan repre- 


* Since this article was written, it "has been report d ‘that the date has been advanced to 
beginning of April; but the only immediate change, it seems, is that the notes issued in Pakistan 
These notes will not be legal tender in India.—Eb. 
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sentatives showed that there is a real appreciation in both Dominions of 
Britain’s present difficulties, though inevitably there has been some disappoint- 
ment that more sterling is not available for the purposes of financing foreign 
exchange operations. But, as Mr. Shanmukham Chetty, the Indian Finance 
Minister, observed in his recent Budget a this second interim agreement 
was a compromise, the fruits of which, together with the balances already ai 
India’s disposal under various accounts and some borrowing from the Inter- 
national Monetary Fund, will enable India to tide over the expected deficit 
in her balance of payments for the first half of this year. None the less, th 
present low limit of convertibility is felt to be a legitimate grievance, —_ the 
Indian authorities are anxious to secure some kind of a long-term agreement 
for the liquidation of the balances which will obviate the necessity of nego- 
tiating an interim arrangement every six months. It is a matter of conjecture 
whether Britain will be in a position to offer a long-term agreement later this 
year; but quite obviously the Indian Finance Minister must continue to 
press his country’s claims for one. 

Since the two new Governments took office, the gilt-edged market has been 
reasonably steady, though neither Government’s borrowing capacity has yet 
been effectively tested. The Indian Government repaid its 3} per cent. 1947-50 
Loan on November 15 last and a new issue of a 2? per cent. loan at par fot 
Rs. 40 crores repayable in 1962 was made simultane ously. Not a great deal 
of public money was forthcoming, and it is generally assumed that most of 
this loan was taken up by the Reserve Bank and Imperial Bank. India’s 
borrowing programme for the financial year 1948-49 is estimated at Rs. 150 
crores. In order to create a gilt-edged market, the Pakistan authorities 
floated four development loans in mid-February, and these remain on tap 
until closed by Governme nt. Support for the loans will obviously con 
chiefly from institutional investors and banks and insurance —— S, which 
must maintain coverage against liabilities to depositors in Pakista But the 
four new Pakistan Government stocks rank beside some twenty joie Govern- 
ment bonds from which the investor can make a choice. 

The prolonged dislocation of business in parts of the sub-continent con- 
sequent on the disturbances of last year, particularly in Northern India, and 
imprudent management have brought the inevitable nemesis to a number of 
small mushroom banking concerns which came into being by the dozen during 
the war and early post-war period. Inflationary pressures are still considerabl 
and, in spite of a recent fall in some important retail prices and a slump in 
stock exchange values, the total of notes in circulation, now over Rs. 1,300 
crores, is higher than it ever was in the worst inflationary days of the war. 
The authorities are either unable, or unwilling, so to direct the money market 
as to ensure that it absorbs the Government’s short-term borrowings. In the 
week in which this article is being written, applications for the customary two 
crores’ worth of Government of India three months Treasury Bills amounted 
tono more than Rs. 15 lakhs, but by contrast tap sales to the Issue Department 
of the Reserve Bank totalled no less than Rs. 22 crores. On the whole, how- 
ever, the difficulties of transition are being faced with realism and courage on 
both sides of the Indo-Pakistan border. If one views the budgetary. and 
currency difficulties of the world as a whole, the two new Governments are by 
no means badlv placed. , 
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hand, should still be in the business of international banking, insurance and 
rchantin: In fact, Britain is not only in the business : it still has the largest 
ire of it. o other country, not even the United States, has such extensive 
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ill of £535 millions for imports. How many people appreciated then the 
xtent to which the standard of well-being of Britain depended on thrift 
revious generations carefully and reneged entrusted to overseas ventures 
ind investments ? Lven in 1938 all these sources of invisible income brought 





net return of {248 millions, which was enou we to pay for over one-quarter 
f the total imports into Britain and for more than half the imports of food. 
lecade of war and its after saith has brought a tragic 
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in the task of paying for imports. They yielded a net deficit of £15 millions, 
1 if one includes among them the overseas expenditure of the Government, 
at deficit for 1947 becomes no less than {226 millions. This year the position 
promises to be somewhat better. The deficit on this “ invisible” account is 
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come from shipping, which is expected to yie 
uinst £17 millions last year. 
In the Government’s Survey for 1948 the view is taken that Britain cannot, 


he next few vears, expect any surplus on “ invisible ’’ account and that, m 
















onsequence, imports will have to be paid for by the export of goods. How 
valid is this dec idedly gloomy assumption ? Admittedly, the war destroyed 
some of the sources of this income avd put into cole storage part of the 
machinery that had produced it—the commodity markets, for example, and 
I linary run of international ban!ing business. War destroyed in real 
terms a large part of the British merchant fleet. It also destroyed 
iderable part of Britain’s income from overseas investments which used 
to help to feed the nation. During the war investments amounting to £1,125 
millions were sold and overseas debts of £2,900 millions were incurred. Nor 
did the damage end with hosiilities. The gap between exports and imports 
visible and invisible, has persisted and has had to be covered by further 
liquidation of assets and more borrowing from other countries. As interest 
has to be paid, and capital reimbursed, the new overseas debts, the net 
income on which Britain can count from this particular source is unlikely to 
be substantial for some time to come. 
The position, however, is in some respects stronger, even on this count, 
than might appear. Last year the income from the remaining investments 
was still estimated at £145 millions, as against outgoings on this account of £94 


millions. The steep increase in payments, from £77 millions in 1946 to £94 
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they make ta Britain they can transfer to the United States without any 
;, and these transfers were particularly heavy last vear. . 
‘he income figures, however, reveal that a substantial amount of overseas 
investments has survived. If the gross receipts from interest, profits and 
dividends are capitalized at the generous figure of 5 per cent., it will appear that 
these remaining overseas assets have a value of £2,900 9 mey Those in the 
United States amount to $2,300 millions. ‘This was the figure at which they 
were estimated recently by Mr. John Snyder. Of thi al, nearly $1,000 
nillions is held as collateral for the loan grante: y the Reconstruction 
Finance Corporation in July, 194r. This R.§.C. loan originally amounted to 
$390 millions, had been reduced to some $220 millions by the end of 1946, 
and is being p aid off at the rate of about $4c millions a year. The income from 
the collat send security, amounting to about $45 millions a vear, is applied to 
meeting the interest on the loan and thereafter t repa ying capital. This, 
herefore, is a substantial item of income from overseas investments over w hich 
Britain has, for the time being, ceased to have free control. By the end of 1953, 
when the R.F.C. loan should be finally repaid, this income should again be 
available to pay for imports instead of to repay debt. 

The British investments in the United States are, for the most part, 
wmarketable. Many could doubtless be sold—but not at anything like their 
true value. Divorce a subsidiary from its parent company and its value as a 
growing concern must suffer. What, for example, would be the value of the 
1ow extremely valuable American branches and subsidiaries of British insurance 
companies if the link between them and the London market became severed ? 
Fortunately, the Government of the United States has recognized both the 
damage that would be done to individual British investments if they were put 
under the hammer in this way and also the continuing loss to Britain’s dollar 
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income that would follow. The policy of the U.S. adminisiration, as recently 
expounded by the Secretary to the Treasury, is, therefore, to leave these 
investments undisturbed and not to compel their liquidation as a condition of 
granting Marshall aid. 

Nor should it be ignored that Britain is making fresh overseas investments, 
‘ sacrificed ; although the overall total is stil] 


at! 
in, 


even while others are 


declining. Overseas businesses which fell into disuse during the war, more 
particularly in the Japanese occupied zones, are being restarted and fresh 

ipital is being poured into them. Schemes of colonial development intended 
ultimately to create greater independence of Britain from the food and material 
supplies that must now be obtained from dollar countries are absorbing con- 
siderable capital resources. The overall creditor status of Britain may still be 
declining, but within this movement a considerable volume of new investment 
is taking place. The volume of this new investment is veiled in the official 
statistics because part of the capital outflow is entered in the accounts as a 
current and not as a capital item. This is true in particular of the resources 
sent out of Britain to reinstate businesses abroad. The effect has been to 
reduce the apparent net income earned from interest, profits and dividends, 
which was shown as £75 millions in 1946 and £51 millions in 1947. 3ut a 
considerable part of the outgoings should be regarded as new investment 
and not as an offset against current income. Viewed in that light they area 
ise and not of exhaustion, which is the impression 
conveyed by their tre: as a current item. If this new investment is being 
with the customary ability and selectivity, the ultimate return on it 
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made 


should be considerable. 
Against this particular understatement of Britain’s strength in the official 


balance of payments estimates there must be set, however, a distinctly opti- 
mistie accounting of the capital which is taken out of the country by emigrants. 
This appears in the statistics as a new overseas investment, whereas it should 


be regarded as an outright loss of resources. But, even allowing for this par- 
ticular excess of optimism, the state of the capital account between Britain 


and the rest of the sterling area reflects expansion almost to the point of 
rashness. In 1947 Britain paid off £135 millions of the balances accumulated 
here by sterling area countries and, in addition, invested a further £181 
millions in these countries. 

What is more, the process is continuing at almost undiminished pace in 
1948. The operations reflected in these figures may be over-generous and 
excessive ; they may represent an unwise extension of risks and repayment of 
debt with one hand while we are still borrowing heavily with the other. But 
they are certainly not evidence of a moribund economy. The tale they tell 
does not tally with the gloomy picture of prospective income from invisible 
items drawn by Ministers and expounded in the Economic Survey for 1948. 

Nor do the official estimates and commentaries make sufficient acknow- 
ledgment of the quite exceptional difficulties that had to be overcome by 
British overseas insurance businesses last year. The insurance world will 
always pretend that all is for the best, and the familiar estimate still circulates 
that overseas insurance business brings in some £20 millions a year to Britain. 
That may be true of the average. But it was certainly not true of 1947, 
which was a decidedly expensive year for British insurance in its overseas 
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ventures. Insurance business, however, more than any other, must be viewed 
in long-term perspective. Its returns ought to be reckoned in ten-year moving 
averages. On that basis the gaps revealed by the exceptional claims and 
losses of 1947 will conv eniently disappear. What will not disappear is the 
rising trend of premium income which is being collected overseas. Assuming 
that insurance risks are chosen by British undertakings in future with the same 
acumen as in the past, the invisible income from this source should increase 
steadily. Furthermore, it will not be long before that part of the income 
which is earned in the all-important American market is freed from the lien 
of the R.F.C. loan and made available to meet Britain’s current payments. 

Shipping income is increasing satisfactorily. It must expand further with 
the progress of the record shipbuilding programme now under way in British 
yards. The new tonnage will earn valuable exchange and will aldo save con- 
siderable dollar expenditure. That is particularly true of the new tankers 
coming off the slips which will save the dollar freights now being paid in 
carrying essential oil supplies to the sterling countries. The net shipping 
income in 1947 was £17 millions. In 1948 it is expected to rise to £40 millions. 
This figure is double that earned in 1938. Yet the Economic Surve »y refers to 
this income in almost derog zatory terms, saying that “In 1947 the excess 
receipts over payments was only {£17 millions and in 1948 is not expected to 
exceed £40 millions ’ 

What of the earnings derived from merchanting and banking ? Clearly, 
they must have been dis: ippointingly small last year. That is hardly sur- 
prising. The bulk of the commodity imports into Britain is still handled by the 
Government. The freeing of the commodity markets is a very halting and 
disappointingly slow process in which the hand of political prejudice is obviously 
at work. The sterling convertibility crisis was not cal Iculated to help overseas 
banking activities. The suspension of convertibility has led to an appreciable 
diminution of the volume of third-party trade financed through London 
credits. But, even now, the volume of trade conducted in sterling and largely 
financed thr rou gh London credits is con siderably greater than the foreign trade 


financed by dollar credits granted through American bank 

Before the war banking and broke eTagt ~arned Britain a foreign exchange 
income of £30 millions a year. bceuete ficure pean be doul led if Britain could 
afiord to provide the working capital, in terms of foreign exchange, which 








would be involv The value of w orld trade to be financed has risen by more 
than that ratio. Unlike foreign investment income, which tends to mo 
independently of commodity prices (because a large proportion oi the: 
investments is in fixed interest bonds and securities), the earnings from banking 
ind merchanting services should respond to the changes in the value of world 
trade. The machinery for earning that income is intact and in good workin; 
order. Politics may be retarding the reopening of some of the more importa 


commodity markets, but that is not an irreparable, and cert: anny not a per- 
manent, factor in the situation. The banking mechanism in I_ondon is in as 
good ord er as €ver it was. Ix 1 its overseas Op eT < ations pe rhaps h 1e Me uin fault 
to be found with it was that it was encouraged after the end of hostilities to get 
into its old stride too quickly—too quickly, not in relation to its own capacity 
for handling business, but in terms of the consequent strain put on sterling. 
Within the sterling area alone, however, and with the many non- sterling 
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untries which conduct much of their business in our currency, there is a 
great field for using the banking mechanism of London. One must wonder, 
when studying the dismal figures and reading the appropriate commentaries 

f the Economic Survey on Britain’s invisible receipts and payments, what has 
happened to the earnings of Colonial and Dominion banks. 

Finally, there is tourist traffic. It has always been a deficit item in the 
British balance of payments. That, again, is hardly surprising. So long as 
British catering and cooking and licensing laws remain what they are it is 
difficult to conceive of a position in which the lure of Britain for foreigners will 
be greater than the lure of the Continent for the British. But there are great 
attractions to place against se handicaps—a great historical heritage, 
wealth of tradition, magnificent buildings and some of the finest scenery in the 
world. These should attract the visitor, particularly the visitor from the 
a Hemisphere. The handicap, such as the unwelcoming attitude, the 
general ‘‘ take it or leave it ’’ standards of service, can surely be remedied. It is 
cos ly a question of organization and of sufficient allocation of supplies to 
hotels and the other auxiliaries of the tourist industry. In due course, and 
2iven intelligent management, these improvements could be made. And what 
has become of the plans for opening on 3ritish universities to short vacation 
r foreign students ? Lord Keynes used to toy with the idea of inviting 


courses for I 
students from the United States (in his view the y were to be handled by Oxford 


1 
tne 


ther than Cambridge !) in such numbers that their expenditure would take 
ire of the service of the American and Canadian credits. No invisible export 
yuld be cheaper to provide than this inculcation of culture, since the out- 


~ourings of dons involve next to no expenditure of imported materials. 

The invisible account in Britain’s trade relations with the rest of the world 
has far greater potential than the experience of 1947 reveals or than official 
commentaries on the position suggest. To assume, as the Economic Survey 
does, that on balance these invisibles must in future be ignored, and that 
henceforth Britain will have to rely on her visible exports in order to pay for 
what she has to import, is to ignore the lessons of the past and to blind our eyes 
to the existence of some of our most valuable assets. 
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Banking Risks 


II— Forgery of Endorsements 


By R. W. Jones 


AST month's article discussed some of the forgery risks which confront a 
yanker in the course of his primary function of paying his customers’ 
cheques. It considered, in particular, the position obtaining when the 

drawer’s signature has been forged, and also the situation arising from any 
unauthorized ‘‘ material alteration ’ of the drawer’s instrument. There is, 
however, another risk arising from forgery that a banker runs in the exercise 
of this function, but legislation has shielded him from liability on this account 
so effectively that if he does suffer loss, he has only himself to blame. 

It is the risk that a cheque may be paid which bears a forged endorse- 
ment. In paying his customer's cheques a banker must get a good discharge. 
To use the language of the Bills of Exchange Act, 1882, he must pay the 
‘in due course’”’. Payment in due course is defined by S. 59 as 
payment made at or after the maturity of the bill to the holder thereof in 
good faith and without notice that his title to the bill is defective”. If a 
cheque is presented and paid which has a forged endorsement, payment is 
not being made to the “ holder ’’, for no one can claim to be such if his title 
rests on a forgery. If matters were left there, the payment of cheques would 
indeed be a risky business, for the drawee banker naturally cannot know the 
signature of his customer’s payee or of any subsequent endorser. Conse- 
quently, in respect of cheques, the rigours of S. 59 are mitigated somewhat 
by the provisions of 5. 60, which virtually enacts that where a banker acting 
honestly and in the ordinary course of business pays a cheque bearing a forged 
or unauthorized endorsement which purports to be correct, he shall be deemed 
to have paid the cheque in due course (and thus got a good discharge against 
his customer) notwithstanding the forged or unauthorized endorsement. It 
will be observed that it is not merely a daoentah forgery of an endorsement 
but also an unauthorized endorsement that is thus cove ‘red. Hence a banker 
is protected if he pays a cheque bearing a “' per pro " endorsement outwardly 
regular notwithstanding that it transpires that it was unauthorized ; it would 
slow up the business of pay ing cheques to an impracticable degree if a banker 
were bound to enquire for his own safety if the signer of such an endorsement 
was actually clothed with the authority he purports to exercise. The normal 
“per pro ’’ form of endorsement does not re quire the agent so signing to state 
his capacity after his signature ; the words “ per pro ”’ are a distinct statement 
that the signer has authority so to act. 

5. 60 is the successor to S. 19 of the Stamp Act, 1853. Before the passing 
of this latter Act, a banker paying an order cheque bearing a forged endorse- 
ment was completely without protection. He was liable to his customer for 
not having obeyed the latter’s mandate in paying the wrong person. But, 
fortunately, before 1853 “‘ order’ cheques were rarely seen, for they required 
to be stamped ad valorem like ordinary bills of exchange. Consequently, 
bankers were mainly concerned with paying bearer cheques and thus were 





f 
A 





40 THE BANKER 


rarely subject to the risk of paying against a forged endorsement. The Stamp 
Act of 1853 reduced the stamp duty on order cheques to one penny, bringing 
them into line with the bearer variety, with the result that the order cheque 
speedily came into increasing use. It was recognized that this innovation 
would spell serious risk to bankers in the shape of forged endorsements and 
consequently S. 19 was introduced, relieving the banker from the onus of 
proving the authenticity of ostensibly regular endorsements on drafts or orders 
drawn on him. The customer, in exchange for the privilege of drawing order 
cheques at a cheap rate, was saddled with the risk of payment to the wrong 
person. 

S. 60 of the Bills of Exchange Act, 1882, reproduced in the main S. 19 of 
the Stamp Act, 1853, but restricted the protection to cheques and has 
payment to be made in the ordinary course of business. 

The requirements of S. 60 are not very stringent. The question of good 
faith or honesty can be taken for granted. The endorsement must purport to 
be correct ; that is to say, it must be regular in form, and any doubt about 
that can be settled mere ly by a cursory examination of the instrument. Then 
the banker must act in the ordinary course of business. Payment of a cheque 
out of business hours would probably not be in the ordinary course of business; 
neither would payment of a crossed cheque to anyone but another banker. 

S. 80 of the Act gives the paying banker a like protection, but its operation 
is restricted to crossed cheques ; for the purposes of this section there is no 
insistence that the banker must be acting in the ordinary course of business, 
but he is required to act without negligence. 

At first blush it might seem that these criteria amount to one and the 
same thing. But the Courts have thought otherwise. In Carpenters Co. 
British M utual Banking Co. Lid. (1938) 1 K.B. 511, it was said: “ 
that is done not in the ordinary course of business may be done neg ligently ; : 
but I do not think the converse is necessarily true. A thing may be don 
negligently and yet be done in the ordinary course of business ”’. cos - 
quently S. 60 may be pleaded if th pepe nt of the cheque has been attended 
with negligence, provided that ordinary course of business has been 
followed. 

It is highly expedient that banks should not set up practices th 
observance of which might be held to be out of the ordinary course of busin: 
thus depriving them of the protection of S. 60. A case in point concerns 
payment of an open cheque drawn to the order of a limited company. If 
a cheque purports to be endorsed correctly there seems to be no reason W 


it should not be paid, other things being equal. It is true that in the ordina1 


way a limited company will place cheques payable to it to the credit of its 


1e 
1 
the 


account, but it is conceivable that it may desire to take cash for an open 
cheque. Two considerations must be borne in mind in this connection—a 
paying banker’s primary duty is to obey his customer’s mandate, if correctly 
drawn and prima facie in order. Secondly, a paying banker is not in con- 
tractual relationship with the payee of a cheque, whether such party 
limited company or otherwise ; he is under no duty to exercise care on beh 
of the payee. 

It is submitted that the only possible circumstances where a bank might 
be justified in procrastination when such a cheque is presented for payment, 
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are those envisaged by Lord Halsbury in Bank of England v. Vagliano Bros. 
(1891) A.C. (p. 107). He says: “I can well imagine that on a person pre- 
senting himself whose appearance and demeanour was calculated to raise 
suspicion that he was not likely to be entrusted with a valuable document for 
which he was to receive payment in cash, I should think it would be extremely 
probable that, whether the document were a cheque payable to bearer for a 
large amount or a bill, the counter clerk and banker alike would hesitate very 
much before making payment’’. This dictum was quoted with approval by 
the Judge in Auchteronit & Co. v. Midland Bank Lid. (1928) 2 K.B. 294, where 
he held that a domiciled bill, payable to the plaintiff firm and regularly 
endorsed, which was paid over the counter to their clerk, was effectively 
discharged by the bank. The amount of the bill was £876 gs. od., and the 
Judge suggested that if a bill for a larger amount was at issue and the presenter 
was an office boy or a tramp, a bank would be justified in making enquiries 
before paying. 

Sir John Paget has very succinctly observed that “ there can be no ordinary 
course of business in extraordinary circumstances ”’ but it can hardly be said 
that mere rareness of occurrence comes into the category of extraordinary 
circumstances. Hence unless the conditions in which an open cheque payable 
to and purporting to be regularly endorsed by a limited company is presented 
for payment, cry aloud for enquiry, the drawee banker would run no risk in 
paying it. Ifa general practice of dealing otherwise with such cheques comes 
into being, then the Courts on proof of such practice may hold it to be out of 
the ordinary course of business to act otherwise, with possible resultant loss 
to the paying banker. 

Sections 60 and 80 of the Bills of Exchange Act, 1882, are confined in their 
application to cheques; there are other instruments, however, drawn on a 
banker which do not come within the category of cheques. For example, 
there are banker’s drafts which, not being drawn by one person on another, 
do not conform to the definition of a bill of exchange, much less to that of a 
cheque. 

If such instruments are uncrossed, protection against forged endorsements 
upon them comes from S. 19 of the Stamp Act, 1853, which was not repealed 
by S. 60 of the Bills of Exchange Act, 1882, although its protection cannot 
now be sought for cheques. 

If a banker’s draft is crossed, protection is derived from S. 80 of the Bills 
of Exchange Act through the operation of the Bills of Exchange (Amendment) 
Act, 1932, which applies the crossed cheque sections (SS. 76-82) of the principal 
Act to crossed banker’s drafts. Hitherto banker’s drafts were not capable of 
being effectively crossed. : 

Then there is that ever-increasing type of document, the conditional order, 
which may bear the outward and visible signs of a cheque but actually is put 
outside that category because the order to pay includes a condition—usually 
the completion of a form of receipt. If such documents are crossed, the 
protecting arm of S. 80 of the Bills of Exchange Act is stretched out to them 
by S. 17 of the Revenue Act, 1883, which extends the application of SS. 76-82 
of the main Act to documents issued by customers addressed to their bankers 
pee the payment of money to third parties, provided they show no evidence 
of transfer. 
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Dividend warrants by S. 95 of the Bills of Exchange Act are brought within 
the provisions of the crossed cheque sections of the Act and hence protection 
against forged discharges on crossed warrants is derived from S. 80. Interest 
warrants, however, are not directly covered in this way, but the protection of 
S. 80 is obtained through S. 17 of the Revenue Act, 1883, in respect of crossed 
interest warrants drawn on a banker by a customer. 

In all these cases, it is submitted, adequate protection is afforded t: 
in paying orders drawn on them, in respect of forged endorsements. 

But there is one type of instrument in respect of which a banker gets no 
protection whatever. If he pays a bill of exchange payable to order which his 
customer, the acceptor, has domiciled with him, he takes the risk of the 
existence of a forged endorsement, which would mean that he would not get 
a good discharge and thus would be unable to charge his customer with the 
amount of the bill. If this exclusion of the bill of exchange, other than a 
cheque, from the protection afforded to a paying banker is thought to be 
arbitrary, let it be remembered that all statutory provisions for the specitic 
protection of a banker are designed to neutralize risks arising from the exercise 
of functions laid upon him by the legislature. Now it is not part of the banker’s 
contract with his customer to pay the latter’s acceptances domiciled with 
him ; if he chooses to oblige his customer in this fashion, a banker must take 
the attendant risk; he cannot get any relief whatsoever from statute. In 
Robarts v. Tucker (1851) 16 O.B. 560 a bank paid a bill domiciled with it by 
the acceptors bearing a forged endorsement. It was held that the acceptors 
could not be debited with the bill inasmuch as the bank had paid the bill 
without its customer’s authority, the endorsee having no title to the instrument. 
The only comfort vouchsafed by the Court to bankers in such circumstances 
as these was: “ If bankers wish to avoid the responsibility of deciding upon 
the genuineness of endorsements, they may require their customers to domicile 
their bills at their own offices ” 

It is true that inland domiciled acceptances are rarely met with to-day and 
the risk is therefore negligible, but in those days, when the inland trade bill 
was a normal feature of commerce, banks were not prone to refuse the service 
of paying domiciled acceptances of their customers and were content to take 
the risk of forged endorsements thereon. 

Some writers suggest that it is the practice of banks to extract an mdemnity 
from customers who put the payment of their acceptances on their banker ; 
this practice, if it exists at all, is by no means universal. 
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German Banking in Transition 
Structural Changes since 1945 


By a German Banking Correspondent 


FUNDAMENTAL reform of the currency is now being prepared for 
A Germany. Hopes that it will cover the whole of Germany, including 
the Russian Zone, are now rapidly disappearing ; if they have to be 
abandoned, the reform will be made to apply to the joint American, British and 
French Zones. This currency reform is bei ‘ing accompanied by a rehabilitation 
of the banking system. The two developments are inseparable. Remnants of 
the former bai iking system have inevit: ab ly languished for lack of a ~— ney 
which commanded public confidence, just as German external trade has suf- 
fered from the absence of a currency which commanded a recognized e xch an 
value. At long last, therefore, the atte ‘mpts which have been made in “a 
Western Allied Zones to re-establish the rudiments of a central banking 
organization promise to come to life. Hitherto, those beginnings of a central 
banking system have been largely inoperative. They have provided a debating 
society “rathe r than a bank. None the less, the experiments which have been 
made in this particular direction and the fate that has overtaken the remnants 
of the old commercial banking system, are of interest for the indications they 
give of the direction that banking evolution in Germany is likely to follow. 
Since the capitulation the German banking system has been undergoing a 
process of decentralization designed to break up the former high degree of 
concentration. This process has now entered a more intensive phase. Until 
1945, Berlin was the undoubted monetary centre, for it was the site of the 
head office of the Reichsbank, with its network of branches covering the whole 
of the Reich. In addition there were the big banks, particularly the three with 
large branch systems which had survived the 1931 crisis—the Deutsche Bank, 
the Dresdner Bank and the Commerz Bank, which together had, in 1932, 
more than 1,200 branches. There were also the Arbeiterbank, enjoying strong 
political patronage, and the big banks without branch systems, the Berliner 
Handels-Gesellschaft and the partly state-owned Reichs-Kredit-Gesellschaft. 
These institutions, with a small number of important private banks, had a 
monopoly of all credit and new issue business. The numerous provincial banks, 
except those in the Hansa towns and South Germany, had not been able to 
compete and had for the most part been absorbed by the big Berlin banks. 
National Socialism made ample use and indeed misuse of this banking 
concentration. It turned the Reichsbank and the other central institutions 
in effect into collecting and clearing offices for the administration of the Nat- 
ional Debt. The Exchequer bills by which the rearmament was financed were 
not sold direct to the public but had to be taken up direct by the institutional 
investors such as the banks, savings banks and insurance companies. Through 
this process, and through their participation in the large syndicate credits for 
the import of food and raw materials, the banks found in the end that more 
than 80 per cent. of their assets were represented by Government securities, 
for the syndicate credits rested upon a Government guarantee. Such a financial 
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policy might have jeopardised the position of the banks even if the war had had 
a different outcome. 
That the banks in the Western Zone of Germany are still capable of being 
constructed at all is, in the circumstances, rather remarkable, particularly 
, during the occupation of Germany they have been confronted with conditions 
for which neither their experience nor the existing laws had fitted them. 
‘\fter the Russians had advanced to the Elbe and later into Saxony, Thuringia 
and Mecklenburg, the deposits and accounts of all banks were blocked, the 
trong rooms were cleared of the greater part of the customers’ securities and 
inally all the old banks were closed. In the banking sphere a complete vacuum 
s created. Banking staffs were forbidden even to call in advances, a pro- 
hibition which was the source of severe losses. It is only recently that a com- 
mission has been set up in Berlin to deal with this problem. In the Russian 
Zone the advances were taken over at the beginning of 1946 by the newly 
Tru i 


ablished state banks. Trustees were appointed in the British Zone for 
the assets belonging to institutions in the Eastern Zones. In the U.S. Zone, 


too, Law No. 57 made provision for the supervision of these assets. Many 
, could not be found, while in many cases the collateral has 
o disappeared, so that the effect of such action for the recovery of assets is 
und to be limited 


1 


In the three Western sectcrs of Berlin, the business of the old banks is 
ispended ; offices are maintained for the purposes o! giving information, but 
no new business may be undertaken. On the other hand, in the Russian sector 
Berlin and in the Russian Zone the old banks have completely vanished, so 
1at no information at all is available to their customers. In the Russian Zone 


{ Berlin there was recently created the Berliner Stadtkontor with twenty-one 
district banks and numerous branches. These. consist partly of former offices 
of the Reichsbank, and an attempt is being made to obtain a monopoly of 
business in Berlin. In addition there are the Volksbank and the Savings Bank 
as well as the Guaranty and Credit Bank. The last named operates chiefly on 
behalf of the Russian occupation authorities, but is also endeavouring to 
acquire other customers. It is the only one of the Eastern banks to establish 
branches in all the states of the Russian Zone, notwithstanding the principle 
laid down for the Eastern Zone of confining banks to one state. 

[In each of the five states of the Russian Zone there is, in addition to the 
branches of the Guaranty and Credit Bank, one state bank whose business is 
confined to its own particular state. These state banks have about 500 branches, 
some based on the old branches of the big banks and some newly opened. In 
the Russian Zone there are also 2,200 savings banks and 3,300 people’s banks, 
as well as II private banks of no importance. Mention must also be made, as 
possible precursors of a new bank of issue, of five issue and clearing banks 
ittached to the provincial central banks in the American and French Zones; 
these banks will be described later. The new Eastern banks are unique in 
nodern monetary theory. Some 8o to go per cent. of their customers’ deposits, 
originally made in Reichsbank notes or Military Mark notes, are held in their 
vaults because there is no other means of investing them and because there is 
no central bank. Interest is allowed only on savings accounts, and at a very 
low rate, which is a charge on the public rev.nue. Otherwise, no interest 1s 
allowed on bank deposits in any of the Zones, but the usual debit interest is 
charged on loans. 





GERMAN BANKING IN TRANSITION 45 





It must be remembered that, before and during the war, 70 to 80 per cent. of 
all securities were concentrated in the Berlin central depositary of the Reichs- 
bank and in the depositaries of the big Berlin banks. The Russians, who had 
forgotten all about the securities business of Western capitalism, at first paid 
no attention to these deposits, but finally removed and confiscated them. In 
order to guard against the possible consequences of such seizure, dealings on 
the stock exchanges in the Western Zones require for good delivery a security 
record accompanied by an affidavit evidencing a correct legal title. It should 
be added that a complete reorganization of the whole system of security deal- 
ings is under consideration. 

In the Western Zones, in contrast with the development in Berlin and the 
Russian Zone, the old banks and other financial institutions were reopened 
after a short interval. They are now conducting their business in the same way 
as hitherto, but, of course, subject to the laws of military government. Although 
the branch banks had lost about 50 percent. of their former volume of business, 
through the cutting off of their Eastern offices, their continued existence was 
not seriously threatened. In Hamburg, which quickly became the new financial 
centre, the Reichsbank, the Deutsche Bank and Dresdner Bank opened new 
head offices and the Commerz Bank re-established its old office. The three 
branch banks were left with 320 branches in the three Western Zones of which 
185 were in the British Zone, 85 in the American Zone amd 52 in the French 
Zone. This total represents only a quarter of the highest previously reached, 
but many branches were closed down before, and still more during the war. 

There has been no material alteration in the position of the provincial banks 
and private banks of the Western Zones. Savings banks, clearing offices, and 
the various kinds of co-operative societies are functioning as usual, although 
their Berlin head offices have gone, and new methods of co-ordination have had 
to be devised. 

The Reichsbank carried on its business in the West undisturbed, and is now 
used as the intermediary and confidential agent of the military government in 
its relations with the other financial institutions. It has, of course, lost its char- 
acter as a bank of issue, and its function in regulating the money market is 
limited to its available stock of cash and notes. In the British Zone the head 
office of the Reichsbank is in Hamburg and there are 144 branches which are 
due to be reorganized on the pattern of the American Zone. Decentralization 
has already been carried out here and in the French Zone in accordance with 
the recommendations of the Dodge Plan based on Article 12 of the Potsdam 
Agreement. Early last year, four state central banks were established in 
one Southern Zone, and three such banks in the other Southern Zone, these 
banks having at their disposal the assets of the local Reichsbank offices and 
carrying on their previous business. 

The various institutions which replaced the Reichsbank, the state central 
banks, the Reichsbank head office and the issue and clearing banks may become 
the basis of a new organization of German banks of issue, headed—according 
to a recent suggestion—by the new “ Linderunionsbank” in Frankfurt. 
These banks would provide jointly the share capital for the new “ Linder- 
unionsbank’’, while their own capital, as laid down in the consitution of the 
state central banks, would be provided by the member banks in their particular 
state. 
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As part of the process of decentralization, the branches of the big banks in 
the American Zone were at an early stage made independent of their - Hamburg 
head offices. But both formal and practical difficulties arose in remodelling the 
bank branches after the pattern of the Reichsbank. Accordingly, in May, 1947, 
the American Military Government issued Law No. 57 appointing adminis- 
trators for the branches of the three banks in the four states of the American 
Zone, and the names of the banks henceforth carried the name of the province; 
thus in the American Zone (Bavaria, Wirttemberg-Baden, Hessen and Bremen) 
twelve new bank names came into existence, and in the French Zone (Baden, 
Kheinland-Palatinate, Wiirttemberg) seven new names. These were made up 
partly by incorporating the style and title of those firms which had been pre- 
viously merged in the district banks. The segregated units remained branches 
of the pare nt institution. This set-up is difficult for the outsider to follow, 
because within this framework the new banks continued to operate with the 
assets of the parent institution and for the latter’s account, yet remained com- 
pletely independent of the parent institution’s contro]. <A final settlement is 
still awaited. One proposal has been to group together in each state the 
branches of an individual bank and to make them independent of their parent 
institution. Their share capital would, in the first place, remain in the ownership 
of the parent, but would be subject to the joint control of the appropriate state 
central bank or of the state government. Any other solution would raise 
questions of valorisation which are insoluble in the present condition of the 
currency and of the central government finances. 

In the British Zone, where the net volume of credit of all institutions on 
June 30, 1947, amounted to RM. 58 milliards, or much above the corresponding 
figure for the American Zone, no alteration has been made in the relations 
between the big banks and their branches. Certainly, the experience im the 
American Zone did not justify any attempt to emulate it. Furthermore, there 
was, and is, the problem of reconstruction of the Deutsche Bank and the 
Dresdner Bank, whose head offices had remained in the Eastern Zone, and 
which operate in the Western Zone exclusively through their branches. More 
important still is the fact that the highly industrialized British Zone, containing 
the Rhine-Westphalian industrial districts with their great need for capital, 
has to be treated caref fully in financial matters. The subsidies which must be 
borne exclusively by the British Zone in order to maintain existing coal, iron 
and steel prices, and which amount to many millions annually, have led to an 
undesirable flow of funds over the borders of the Zone. These products, 
because of their low price beyond the border, bring in only a part of their costs 
of production, while food and raw materials required by industry and the 
workers must be obtained at their full price from outside the Zones. In this way 
the Reichsbank in the British Zone lost about RM. 2 milliards in notes in the 
first ten months of 1947, while the state central banks in the American Zone 
reported the receipt of a much greater sum. In these circumstances the state 
of the budget in the British Zone is less satisfactory than in South Germany. 


The variations in the banking systems in the different Zones which we have 
described have naturally led to some difficulty in settling accounts. Remit- 
tances from East to West and vice versa have so far been permitted only mn 
connection with an exchange of goods. Plans are being made to extend the 


system to cover payment for services, interest, rent, etc., but no mention has 
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yet been made of the possibility of transfers of capital. Payment by cheque 
between the Eastern and Western Zones has not yet been restored. Transfers 
of capital not connected with an exchange of goods are illegal and can in fact 
take place only if a contra transaction can be arranged from the other Zone. 
The only other means available is the carriage of cash by persons travelling 
between the Zones; the amount for journeys in an East-West direction is now 
limited to RM. 10,000. In the British Zone, Eastern accounts—those of persons 
living in the Russian Zone or in Berlin—are blocked and may be released only 
in small amounts. The Russians have in their turn blocked all Western accounts 
but no barrier exists between the Eastern Zone and the American Zone. 
Between the British, American and French Zones there is in theory a free trans- 
fer of money. The automatic clearing which previously took place between the 
different parts of the state and between the North and South is no longer in 
operation. It ceased to function when the main money artery, the Reichsbank 
clearing system, was severed at the borders of each Zone and the new banks 
in the American Zone were forbidden to maintain current accounts with the 
parent institution or with its branches in the British Zone. Perhaps when the 
‘“ Landerunionsbank ”’ begins to operate in the Combined Zone without having 
recourse to its note-issuing privilege, some improvement will be seen. This will 
hasten the realization of the much desired central bank and currency reform. 


Banking without a Central Bank 


A Review of Experience in Palestine 


Several articles in THE BANKER recently have discussed different aspects of monetary; 
control in a ‘‘ dependent’’ economy, whose monetary reserves ave heldin London. The problem 
of Eive was debated in December, 1946, and February, 1947. A further article, last November, 
contrasted the experience of Eire with that of New Zealand. 

The article below approaches the same problem from the point of view of experience in 
Palestine. It should be regarded as a “‘ case-study’, not as any attempt to show what effects 
the constitutional changes may have upon the domestic banking structure —Ep. 


By H. Schloss and H. Millner 


HE twenty-five banks which carry on business in Palestine dispose 
among them of resources amounting to roughly £P 120 millions. This is 
some three times the amount of the note circulation, a comparison which 
serves to illustrate the relative importance of banking. As the list on page 48 
shows, twenty of these twenty-five banks are local banks and five are foreign. 
Owing to the system of note issue the foreign banks enjoy a special position. 
Palestine currency, as is well known, is issued by the Currency Board against 
payment at par in sterling. Short-term sterling assets are therefore con- 
vertible at any time into Palestine currency. In consequence, the liquid 
reserves of Palestinian banks may be held in two forms—in cash in Palestine 
or short-term sterling assets in London. 
In the matter of sterling assets, foreign banks have an advantage over 
local banks. Foreign banks are officially defined as those institutions which 
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have their head offices abroad, the head offices of the three most important 
ones being in London. The largest of these banks, however, holding over 40 
per cent. of total deposits, transacts the bulk of its business in Palestine, and 
is intimately connec ted with the Jewish National Institutions. For practical 
purposes it may therefore be reg: irded as a local bank. But in one important 
respect it is like all other foreign banks—it has access to the London Money 
Market. 

Foreign banks with head offices in London do business in the London 
Money Market on the same footing as British banks of equivalent status. 
They can therefore invest in money market assets and short-term gilt-edged 
securities much more cheaply than local Palestine banks are able to ‘do. 
a rmore, such assets can easily be realized, and, as already noticed, form 
part of the liquid reserves of the banks. 

Foreign banks, being British enterprises, have to pay United Kingdom 
income-tax on the whole of their profits whether derived from Great Britain 
or not. Local banks have to pay United Kingdom income-tax only on that 
part of their profits which is derived from the United Kingdom ; and their 
revenue from investments in Britain is diminished to that extent. The British 
banks, since th ‘ have to pay British tax in any case, do not experience this 
fiscal deterrent to placing resources in the London market. 

As investment on the London market is thus relatively unremunerative for 
local banks an ad as there are no similar facilities in Palestine, these banks 
have, broadly sp ea king, only two = ilities of employing their resources— 
in advances and bills, or in cash. Cash holdings, of course, do not produce 
any revenue, so th: it there is a great inducement to local institutions to expand 
advances to the limits consistent with prudent banking. 

The ability of the foreign banks to keep a large proportion of their liquid 
resources in money market assets became of great importance in the years 
1941 to 1944. In that period Palestine’s balance of payments was strongly 
favourable, owing to the huge amount of Allied military expenditure in the 
country on the one hand, and to the restriction of imports on the other hand. 
The resultant big expansion of resources overseas explains the rapid growth 





BANKS CARRYING ON BUSINESS IN PALESTINE 
FOREIGN BANKS 
Anglo-Palestine Bank, Ltd. Barclays Bank (D., C. & O.) Ltd. 
Bank Polska Kasa Opieki. Holland Bank Union N.V. 
Ottoman Bank. 


LocaL BANKS 

Agrobank Ltd. Kupat Am Bank Ltd. 
Arab Bank Ltd. Mizrahi Bank Ltd. 
Arab National Bank Ltd. Palestine-British Bank Ltd. 
Bank Sharon Building & Commerce Ltd. Palestine Corporation Ltd. 
Central Bank of Co-operative Institutions Palestine Credit and Investment Bank 

in Palestine Ltd. Ltd. 
Credit Utility Bank Ltd. Palestine Discount Bank Ltd. 
Ellern’s Bank Ltd. Palestine Industrial Bank Ltd. 
I.L. Feuchtwanger Bank Ltd. Palestine Mercantile Bank Ltd. 
Hoffnung’s Bank Ltd. Palestine Trade Bank Ltd. 
Jacob Japhet & Co. Ltd. Workers’ Bank Ltd. 
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in this period both of the currency in circulation in Palestine and of the liquid 
resources of the Palestinian banks. Theoretically, the banks could have 
expanded their advances in proportion to the increase in their liquid resources. 
The local institutions did, in fact, increase their credits by over 100 per cent. 
but the effect of this increase upon the total of domestic credit was mitigated 
by the contraction—amounting to about 20 per cent.—in the advances of the 
foreign banks. This contraction in the lendings of the overseas banks was due 
partly to a decline in the requirements of their customary clients, but also to 
the fact that these banks were reluctant, at the then prevailing high prices, to 
finance local industries established during the war. Thus, while the action of 
the local banks increased the inflationary pressure, the policy of the foreign 
banks exerted a stabilizing influence. 

During the period from 1945 to 1947 imports increased greatly, while 
industrial activity was maintained. Moreover, the foreign banks adopted a 
freer lending policy, and their credits expanded sharply. The rise in deposits 
therefore continued, in spite of the fact that the banks’ liquid resources 
CREDITS GRANTED AND DEPOSITS RECEIVED BY FOREIGN AND LOCAL BANKS IN PALESTINE * 


(£F millions) 






ForFIGN Banks LocaL BANKS Tora. 
Ratio of Ratio of Ratio of 
Deposits Credits Credits to Deposits Credits Credits to Deposits Credits Credits to 
Deposits Deposits Deposits 


) 


133 15 9 60 





1936 12 42 3 + 

1937 II 6 54 3 4 133 14 10 71 

19 Ir 6 5 4 133 14 Io 91 
3 ) I20 


? 





End Oct., 1945 .. 57 9 16 19 14 73 76 
End-June, 1946. Not availat Not available 84 
End-June, 1947. Not avail Not available 87 

* Credits include advances and bills discounted ; figures of mortgage banks and credit co-operative s 
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diminished slightly. Hopes that the cessation of military expenditure and the 
resumption of imports would check the rising trend of dep¢ sits and price 
were disappointed. During the war period, the ordinary principles of prude nt 


i 


banking exercised by the foreign banks prevented the increase of liquid 
resources from acting as a basis for the expansion of credit. In the post-war 
period this influence was no longer felt to the same extent. Prices, already 
much above the international level, continued to rise. A monetary authority, 
had one existed, might in such circumstances have been expected to apply 


policy of credit restriction, or at least to take measures to prevent further 
undesirable expansi 

But the Palestine Currency Board as constituted could not carry out a 
policy of credit restriction, or, for that matter, one of credit expansion either 
It functioned purely automatically, converting sterling holdings into Palestine 
currency. Nor was the Government able to impose any real control over 
monetary policy. The budget was determined solely by fiscal considerations, 
but there was an attempt to mop up surplus | purchasing power by the issue of 
state lottery bonds. Of these, {P 6 millions were sold, largely to speculators 
whose interest flagged rapidly ‘when they realized that further issues were 
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forthcoming. Moreover, these speculative activities were financed to a large 
legree by the banks. To that extent the issue of bonds entirely failed in its 








bjective of inducing a contraction of purchasing power. Treasury bills were 
ilso issued, with the object of providing a new medium for the investment of 
banks’ liquid resources. But they had only a limited appeal to the banks, 
because, owing to the absence of any organized local money market, they 









could not be realized before their date of maturity. 






hus the sporadic efforts of the Government to perform functions which 
might have been exercised by a central bank were defeated by the fact that 
the majority of the public were not accustomed to invest in securities, while 
k of a money market robbed the Treasury bill of the flexibility which it 






the tack ¢ 
exhibits in other centres. The import of gold and its subsequent sale on the 
market, which formed part of the anti-inilationary policy, was limited to 
ul amounts of the metal which the Bank of England could make 
le for this purpose. It should be noied, however, that some Government 
control over the banks’ business is exercised by the Examiner of Banks. He 


‘equires regular returns to be made of the banks’ assets and liabilities ; this 
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requirement may serve to some extent as a deterrent to over-trading. 





Local banks have always tended to expand credit so far as possible. Indeed, 
from their own point of view, they have always felt obliged to do so, in conse- 
uence of the relatively high rates of interest they have to pay on time and 





q 
demand deposits. These rates are currently about 2} to 4 per cent. on time 
deposits, and } to I per cent. on demand deposits. Owing to the limited scale 





of business, the local banks’ overheads are relatively higher than those of the 
foreign banks. And, as already noted, their liquid resources cannot be employed 







as remuneratively as those of the foreign institutions. Moreover, the privately 
owned and managed local banks aim at appreciably higher profits than do 
the large joint stock undertakings. Local banks are therefore compelled to 






charge 6 to 8 per cent. interest on their advances, while commercial advances 
from foreign banks can usually be obtained at rates varying from 4 to 6 


il i “ 









(hese large institutions obtain their time deposits at rates of I to r} per 


nd usually no interest is now allowed on demand deposits. They 






enjoy large degree of public confidence, which is due to their larger liquid 
; and to their ability, in the case of any unusual demands upon them, 
, draw on their head offices and, through them, ultimately upon the London 
Vionevy Market. They are, in fact, the link between the economy of Palestine 
i the central monetary authority of the sterling area—a function which is 
fundamentally altered by the recent departure of Palestine from that 

in order to meet the technical needs of exchange control. 










To the extent that the foreign banks act as intermediaries between the 
Palestinian economy and the London Money Market they may be said to 
rry out some of the functions of a central bank. But they are unable to put 
o effect a monetary policy which is inconsistent with their own commercial 
iterests, as the experience of the post-war period has demonstrated. The 
constitutional changes, which inevitably raise the whole question of the status 
he Currency Board, may perhaps provide an opportunity for the creation 
a central monetary authority in the true sense of the term. 
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International Banking Review* 
Belgium 
HE Finance Minister has explained that the plan for the reorganization 
of the National Bank of Belgium provides for a Board of ten members, 
representing the Ministry of Finance (three members), public financial 
institutions (two members), industrial interests (three) and the trade unions 
(two). 
The participation of the Government in the doubled capital will amount to 
50 per cent., but the new shares to be subscribed by the State will be bought 
at par i ~ be non-transterable. Quotations on the Bourse will not therefore 
be a ed by the Government acquisition. The profit of Frs. 264 millions 
made “ the Bank during the war will be handed over to the Treasury, but 
arrears of statutory dividends will be paid to shareholders from reserve funds. 






Burma 











The Foreign Minister has stated that the Government aims at transferring 
the principal industries and all land in Burma to State ownership ; air lines and 
inland water transport concerns are also to be nationalized. A two-year recon- 
struction and development plan has been drawn up with the object of restoring 


rice production to pre-war levels. 






Canada 


The consolidated statement of the chartered banks shows that the deposits 
of the public in Canadian banks rose by $276 millions last year to $6,111 
millions. Notice deposits accounted for $271 millions of the increase, demand 
deposits being only $5 millions higher. Dominion and Provincial Government 
deposits fell by $116 millions to $324 millions. 

The feature of the assets side of the consolidated statement is a big decline 
in holdings of Dominion and Provincial Government — which fell by 
$518 mi illions to $ 3,746 millions, approximately offset by a large expansion in 
adv fances to the public, which increased by $467 millions to $2,392 millions. 

‘he contraction in the banks’ holdings of Government securities is largely 
due to the fact that the Dominion Government employed its budget surplus 
to retire debt. The fact that the increase in bank advances during the year 
was nearly $2co millions greater than in the previous twelve months indicates 
the extent of the return to bank lending for the provision of industrial finance. 


Ceylon 


A delegation headed by the Ceylon Finance Minister is visiting London to 
discuss the question of the treatment of the country’s sterling balances, which 
teached £53 millions at the end of 1947. The future of foreign investment in 
the country will come within the scope of the negotiations. 






* Other current international banking news is discussed in ‘A Banker's Diary,”’ on pages 
1-6, 
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China 
The Central Bank’s policy of maintaining foreign exchange rates without 
alteration for long periods after they have become out of line with unofficial 
quotations has resulted in complaints from Chinese and foreign firms of con- 
siderable dislocation of overseas trade. The Government has been considering 
suggestions from the various trade groups prior to formulating its plans for 
the reorganization of the foreign trade sy stem an id exchange regulations. 


Denmark 
he new trade and financial agreement with the United Kingdom provides 
that payments between Denmark and the sterling area during the period 
from January 1 last to rs agra 30, 1948, shall continue to be governed by 
the Anglo-Danish Monetary Agreement of August, 1945. It is ‘intended to 
keep them as nearly as possible in balance, at a level of about {50 millions in 
each direction. 

“he United Kingdom will purchase Danish bacon and butter and will 
receive in return coal, iron and steel and manufactured goods. Denmark will 
be given facilities for obtaining some petroleum products from British controlled 

urces and limited facilities for making payments in certain countries outside 
the > sterling area and the dollar area. 


France 


The Schuman Government’s amended bill for a special levy on incomes and 
in alternative compulsory loan has.now become law. The effect of changes 
incorporated in the final version of the bill is to reduce the probable proceeds 
of the loan by about Frs. 13 milliards from the originally estimated houth of 
Frs. 130 milliards. The time limit for payment of the levy has been extended 


to June 30 for certain categories of taxpayers. 


' ‘ , 
India and Pakistan 

An agreement has been reached with Pakistan under which Pakistan will 

The Reserve Bank of In les will cease to act as 
I 


introduce its own currency. 
e meantime its new issues of 


next, andint 
notes in Pakistan will be overprinted. Pakistan has agreed that the Reserve 
-ank may destroy or withdraw a erve of Indian currency to the value of 80 


in the name of 


banker for Pakistan from October 1 


sury. 
ficits of £20 millions 


: New excise duties 
‘duled to reduce the 


rporation has been estab- 

lished by Act of Parliament to suj nt “ exi facilities available for the 
supply of medium and long-term capital”. The corporation will advance 
industrial concerns subject to a maximum of Rs. 5 millions 


for each under taking. Only public limited companies and co-operative 
societies will rank for assistance. The authorized capital of the new institution 
is Rs. 100 millions, of which one-half is to be issued as soon as possible. 
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Japan 

Discussions are proceeding for the granting to Japan of a combined credit 
by the U.S. Government and American private banks. The total sum involved 
may eventually reach $120 millions. Initial arrangements are for an amount 
of about $60 millions, of which rather less than one-half is to come from the 
U.S. Export-Import Bank and the balance from New York private banks. 
The loan is intended to be utilized for purchases of U.S. raw cotton. It will 
form a revolving fund, expenditures on raw materials being recouped from 
the proceeds of the sale of finished textiles and other products. 


Netherlands 


The requisitioning of privately-held U.S. bonds has begun. The take-over 
price is being fixed on the basis of the average price of the stocks in the New 
York market on the ten Stock Exchange days preceding the day on which 
delivery takes place. The Netherlands Bank has been authorized to fix the 
period within which forced delivery will take place. 

The settlement of war-time debts concluded with the United Kingdom 
determines the amount of the debt at £45 millions, in final settlement of 
British claims upon Holland. It will be repaid in 20 annual instalments begin- 
ning on February 28, 1949. While any part of the debt is outstanding, the 
United Kingdom shall not be required to sell gold to obtain guilders to cover 
other net payments to the Netherlands. 


Palestine 


An order made by the U.K. Treasury with effect from February 21 blocked 
Palestinian balances and declared Palestine to be no longer a member of the 
sterling area. Transjordan had to be similarly treated, because of its common 
currency with Palestine. Although it was realized that new financial arrange- 
ments would have to be made when the mandate was terminated, this announce- 
ment took many people by surprise. But there had been a rapidly increasing 
withdrawal of Palestinian sterling balances—recently put at about {100 
millions—during the past few months, threatening both an undue depletion 
of Palestine’s resources and a severe strain upon the central reserve of the 
sterling area. An immediate release of £7 millions was granted to provide a 
working balance of £4 millions, and, together with any sterling accruing from 
February 22 onwards, to cover current needs until the middle of May, when 
the mandate ends. 

Poland 


The new financial agreement with Britain gives Poland the right to utilize 
sterling derived from current transactions for payments within the Trans- 
ferable Account group of countries as well as within the sterling area. The 
Polish National Bank’s Account at the Bank of England has become a Trans- 
ferable Account. The Polish Government has agreed not to restrict acceptance 
by Polish residents of sterling offered in pay ment for current transactions by 
residents of the sterling area or of such other countries as may be agreed 
between the two Governments. It has also undertaken to buy and sell sterling 
as required in Poland to enable Polish residents to complete permitted tran- 
sactions within the sterling area. 
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Rhodesia 


The first interim report of the Development Co-ordinating Commission of 
Southern Rhodesia states that the total potential increase in economic activity 
n the Union in the four-year period from mid-1946 is 60 per cent., of which 
[5 per cent. has so far been achieved. The Commission believes that trans- 
portation sets the pace for the rate of development of the Colony and recom- 
mends that the railways shall have first priority for building and constructional 
materials in short supply. 

South Africa 

External trade statistics for 1947 show that total imports rose to £278 
millions from the 1946 level of £201 millions. Exports, excluding gold, declined 
to {92 millions from {£97 millions. Gold exported or ear-marked for export 
during the year amounted to £144 millions, compared with £108 millions in 1946, 

The Government is asking for the provision of funds to cover requirements 
for three months beyond the close of the normal budgetary period. This 
course has been adopted because of the decision not to introduce a Budget 
this session owing to the imminence of the General Election. 

United States 

Department of Commerce figures show that U.S. income from foreign 
investments exceeded $1,000 millions in 1947, against $600 millions in 1946. 
Chis is the highest total since 1930. Visible exports reached the peace-time 
record of $19,600 millions, against $15,200 millions in 1946 ; imports totalled 
$8,300 millions, compared with $7,100 millions in the previous year. Price 
increases accounted for a substantial part of the rise in the monetary totals. 

The U.S. Treasury has announced that it will cease to have jurisdiction 
over blocked foreign funds from June 1 next, when this task will be handed 
over to the Office of the Alien Property Custodian. Immediately after the 
transfer there will be a census of all assets remaining blocked. 

This move has been taken in connection with the Government’s decision 
to assist “* Marshall ’’ countries to locate assets of their residents held in the 
United States. If these amounts are not claimed by June 1, information about 
the assets and the names of owners will be given to the Governments of the 


countries concerned. 
Uruguay 

The participation of Uruguay in the Transferable Account system has ceased 
ind Uruguayan sterling will in future be available only in settlement of transac- 
tions with the sterling area, except by special agreement with the British 
ithorities. The change has apparently been made at the instance of the 
British authorities, who are anxious to avoid a further expansion of Uruguayan 

erling balances through the acquisition of sterling from third countries. 

The Finance Minister has stated that present import controls will be 
retained for the rest of this year. Complete freedom will, however, be pre- 
served for movements of capital to and from the country ; the Government 
intends to maintain the peso at its present level. The overseas balance of 
visible trade in 1947 was adverse to the amount of $52.7 millions. 

The purchase price of the British-owned railways was finally fixed at 
7,150,000, against an original offer by Uruguay of £5 millions. The sum will 
be provided by drawing on Uruguayan sterling reserves. 
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Publications 
The Legal Aspects of een By H. R. Light (Pitman, 8s. 6d.). The 
publication of this legal guide for business men reflects the increasing part that 


law has begun to play in the life of the commercial community. A generation 
ago, whilst it was true to say that “sa as always, provided the framework 
and the sanction for all trading transactions, few people then thought much 
about legal consequences. To-day, by reason principally of new legisla- 
tion wi ith primarily a social purp jose, the business man inevitably considers 
his legal position before he embarks upon any proposit tion that varies from 
established practice. It is not sugge sted that this bool k, which forms part of 
the publishers’ series of Higher Studies in Commerce, provides guidance or 
even warning on such subjects as the Town Planning Act with its far-reaching 
effect upon land valuation, the Transport Act or the Exchange Control Act ; 

but except on the implications of such recent enactments as these, the reader 

will find sufficient warning of the circumstances in which he should consult his 
lawyer. Furthermore, the increased curiosity of the business man about 
his legal position will be we ‘ll satisfied by Mr. Light’s treatment of what has 
been described as ‘ ‘lawyers’ law ’’—law that does not owe its origin to some 
Act of Parliament designed to accomplish economic or social reform. This 
work shows a degree of accuracy unusual in books of this type. It gives a 
very proper emphasis to questions of contract—the legal basis of so much 
business. Inevitably there are certain minor blemishes: the disposal of the 
subject of debentures and floating charges in half a page; the mere passing 
reference to conflict of laws ; the deliberate omission of four of the eight acts 
of bankruptcy ; and the omission to indicate on page 182 that the contract 
of banker and customer gives of its nature an implied assent by the customer 
to the established practice of bankers’ opinions. F.R.R. 


The Companies Act, 1947, By S. W. Magnus and Maurice Estrin (Butter- 
worth, 2Is.). Here, in this reprint from the publishers’ annotated Legislation 
Service, we have very full comments upon the new Act. Any first commentary 
(apart from articles in legal and other journals) is a courageous undertaking. 
It is true that existing company law, together with the Cohen Report and 
Parliamentary debates, forms the basis for much of the comment, but it has 
been very faithfully abstracted to provide an invaluable aid to all concerned 
with the practical results of the new Act. It is indeed a pity, from the stand- 
point of this volume at all events, that the promised Consolidated Act will 
probably out-date it; for, apart from the minor alterations that then may be 
enacted, the 1947 Act will be repealed and the numbers of the sections that 
tend to become imprinted upon one’s mind will be meaningless. The book 
contains full summaries of the Cohen Report and of the new Act, and then 
proceeds to reproduce the Act itself, each section being followed by the anno- 
tations ; this method is greatly to be preferred to the arrangement in some 
publications, where the official document or Act is reproduced uninterruptedly 
and in full, and then is followed by pages of comment. This well-indexed 
volume will relieve the practitioner during the ensuing months from much of 
the irritating task of cross-reference from the old Act to the new. Each 
section of the Act is followed by a note of its general effect before detailed 
comment is given on the phraseology and import of particular words. This 
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comment is generally unexceptionable. It may be noted, however—as one 
example of deficient comment—that Section 92 is regarded as having imple- 
mented the recommendations of the Cohen Report ; but quite how the banker 
is enabled to recover (presumably through the order the court may make under 
sub-section 4) is not explaine d. Again, no attention appears to be drawn to 
the fact that a person taking security from a company to cover a director’s 
borrowing cannot rely upon its certification as an exempt private company ; 
for Section 54 makes the registration of such certificate only one of the con- 
ditions of the category. However, it seems almost an impertinence to indicate 
such minor questions when so large an undertaking as this analysis has been 
so speedily and so well accomplished. An appendix of suggested forms com- 
pletes the practical aid provided. F.R.R. 


Guide to The Companies Act, 1947. (Pitman, 2s.). This booklet was 
intended to supplement temporarily the publishers’ many books concerned 
with company law, and was subsequently published separately. In a very 
small space it indicates briefly, under alphabetically arranged headings, the 
broad purport of the principal changes. By reason of its brevity, for the 
practitioner and all but the elementary studert, it can be little more than a 
series of warnings of the major changes, although as a first approach it gives 
a true impression. 

The Finance Act, 1947. By H. E. Amos and Frank England (Butter- 
worth, 15s.). This volume summarizes the effect of the Act so well in the first 
twelve pages of introduction that only the practitioner needs to pursue the 
remainder. To him, at least until the relevant text books are renewed, this 


volume may be indispensable. Particularly helpful are the comments on 
the effect of Section 54 upon the stamp duties on conveyances and leases and 
apes Sections 19-23 regarding taxability of retirement benefits of employees 

—provisions, it will be remembered, that caused many companies to re- 
examine their pension arrangements. 


Publications Received 
Banker and Customer (Fifth Edition) by S. Evelyn Thomas and Maurice Megrah (Pitmans, 
pp. 568, price 25/-). 

Corporation Finance (3rd Edition), by Henry E. Hoagland (McGraw-Hill Publishing Co., Ltd., 
pp. 812, price $5). 

Domi ion tieeion il Fiscal Relations in Canada, Recent Developments in, by J. A. Maxwell 
(National Bureau of Economic Research, pp. 56, price 50c.). 

Income and Wealth, Studies in, Volume to (National Bureau of Economic Research, pp. 335, 
price $4.50). 

Invesiment, Location, and Size of Plant, A Realistic Inquiry into the Structure of British and 
American Industries, by P. Sargent Florence, assisted by W. Baldamus (Cambridge University 
Press, pp. 211, price 18/-). 

Paimer’s Private Companies, Their Formation and Advantages (40th Edition), by J. Charles- 
worth (Stevens & Sons, Le d., pp. 100, price 3/-). 

Registrars, The Re of, 1947. A comprehensive and authentic record of the Registrars 
Transfer Offices and Tra insfer Requirements of Securities dealt in on the Stock Exchanges of the 
United Kingdom (Day’s Publications & Services Ltd., pp. 654, price 35/-). 

The Shops s of Britain, a Study of Retail Distribution, by Hermann Levy (Kegan Paul, Trench, 
Trubner & Co., Ltd., pp. 246, price 21/-). 

Trusts, The Law of (Fourth Edition), by George W. Keeton (Pitmans, pp. 459, price 25/-). 

Unemployment, The Conquest of, by E. Victor Morgan (Sampson Low, Marston & Co., Ltd., 
pp. 182, price 7/6). 
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Appoint ments ni 2 Retirements 


Bank of England Court 








| 1 1 ) 1e Cou ) ak of land yn M sz, 

r lo t Nationaliz m Act whereby »pointments 1 y 

( | { ] I boiton 1d Lord Br 1tre or SU | ‘ 

I n ra rm oi iour L i n yf orn mnoers 

. i lary 2 it M ). G. M. Bernard yu re re- 

at h term rhe retiring memb Ca i M E. 

Holl M [r lton’s appointment, in particul: h n warmly welcomed in the 

City s to the Bank directorate not only wledge of the ructure 

of exchange control—of which he has perhaps been the | -but long yerience 
of t in vorkings of the Bank 

British Linen Bank—Falkland : Mr. H. M a dy, indee, to be manager on retire- 





li: Mr. D. M. M: from Glasgow, to be manager 
Mr. E. Russell; West George St veet : Mr. C. Anderson, joint manager, to be 
lager on re of Mr. A. Boyd. Mr. C. M. Mason to be: assistant manager; Mount 
Florida: Mr. R. G. Ba from West George Street, Glasgow, to be manager on retirement of 
Mr. G. Murdoch; Bothwell Siveet: Mr. M. C. Winchester to be manager on Mr. A. White’s 
retirement. 
Chartered Bank of India, Australia and China—Mr. C. Robbins Cherry has joined the board. 
Commercial Bank of Scotland—Mr. D. A. Foulis, D.S.O., O.B.E., has been elected to a 
eat on the board of ordinary directors in ag? < the late Sir Gilbert Archer. 
District Bank. Manchester, Piccadilly: Mr. D. S. Asquith, from Head Office, to be manager. 
Lloyds Bank—Head Office—Chief Inspector's on : Mr. F. A. Bishop, from the Executor and 
e par ent, Ashford, Kent, to be an inspector, Executor and Trustee Department. 
Thompson, from Bellingham, to be manager on retirement of Mr. J. E. 
S.W.: Mr. H. Osborne, from Covent Garden, W.C., to be manager. 
C. Thomson, from Alnwick, to be manager. Broadsiaivs: Mr. R. F. G. 
, to be manager on retirement of Mr. J. L. Davis, M.S.M. Burnham-on-Sea : 
from Portslade and West Hove, to be manager on retirement of Mr. L. H. 
al Road, Px vismouth : Mr. C. G. Harding, from Truro, to be sub-manager. 
ent, A Sete mst nt: Mr. A. D. Cozens, of the Ashford, Kent, branch 
Mr. L. N. Muncey, of Greenwich, S.E., to be manager. Hertford : 


ment of Mr. J. Reid. Glasgow—Broomh 
i 





on retirement o 
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im, to be manager. High Road, Iiford: Mr. G. E. Woodley to be 
A & co, from Nuneaton, to be manager on retirement of Mr. 
. Mair, from Battersea, S.W., to be manager in succession 

{ i to Head Office for special work. Nuneaton (also 





e, t >Manager. Presteigne : Mr. T. W. Davies, 
'-Sea (also Lancing) : Mr. A. Hills, of Shoreham- 














ee Spen er. Truvo: Mr. W. H. Reed, from 
t vy: Mr. A. W. I. Cooksey to be manager. Walsall: 
ym Coventry, > sub-manager. Wee aldstone : Mr. R. F. Hale, from Piccadilly, 
to be nager. We M. Jewkes, from Walsall, to be manager on retire- 

I of Mr. M. H. Hartley. Winscombe: Mr. A. R. Poole to be manager. 
M: tins B: nk Hexham: Mr. L. W aniess, from Roth y, to be manager on Mr. J. W. Bell’s 
retirement. Millom: Mr. E. O. Driver, from Ambleside, to be manager on retirement of Mr. 
I skew. Newcastle-upon-Tyne City Office: Mr. G. C. Dresser to be manager on Mr. A. W. 





Johnston’s retirement. Mr. G. K. Eaves, from East branch, Liverpool, to be sub-manager. 
Rothbury : Mr. J. H. Wedderburn, from Seaham, to be manager 

Midland Bank—London—Leytonstone : Mr. F. A. Cadman to be manager on retirement of 
Mr. L. F. Gill; 78, Chisz Pe High Road: Mr. C. N. Hearn to be manager on retirement of Mr. 
C. Jiles. Redditch: Mr. R. L. Ball, of = oventry, to be manager on retirement of Mr. A. G. Hince. 
Wolverhampton, Lichfield Street : Mr. G. V. Bramley to be assistant manager. 

North of ery ge 3ank- -Alford: ar F. J. Robb, from Fife-Keith branch, . be manager on 








retirement of Mr. Will Fife-Keith : Mr. D. Cooper, from Auchinblae branch, to be manager. 
fuchinblae : } Rv hill rom Kittybrewster branch, Aberdeen, to be man 1g r. Dumfries: 
peirs, from i eith branch, to be manager on retirement of Mr. F. Inrig. Leith: Mr. E. E. 


tor of branches, Head Office, to be manager. Easig Inverness : Mr. W. Ford, 
branch, Buckie, to be manager on retirement of Mr. R. D. Donald. Harbour, 
. C. Thomson, from Bucksburn and Dyce branches, to be ser. Buckhsburn 
= J. Bracelin of the Head Office staff to be manager. Falkirk Mr. J. Morton, 
inspector of branches, Head Office, to be manager in association with the present 
Mr. . Allan. 
Williams Deacon’s Bank—Mr. Philip Lowndes Wright has been elected to a seat on the 
oard. 
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Economic Survey for 1948 








Che following grouped tables are abstracted from Cmd. 7344; further abstracts appear on 
es 8, 10 and 12 [able numbers in brackets are those in the original document. 





NATIONAL RESOURCES AND EXPENDITURE, 1946-48 (TaBLE XXIT) 





£ million at current prices) 
















































Provisional 1948 | Provisional 1948 

RESOURCES —_———————_|_ Esti- EAPENOITURE eet Eee 

i946 1947 | maied | | 1946 | 1947 mated 

: , ; —_ - | —-—-—]—_—- 
National income | Domestte | | 
of the United | tus a" | 
Kinedom a $,200 & 600 | 9,000 services, @t | 
| price Ss } | 

Borrowing from } Personal oe 6,750 | 7,300 7,675 

abroad, et« 500 380 | 675 | 250 Government ; 2,330 | 2,150 2,050 
Net capital fe 

mation 750 1,250 1,100 
' 

i | | A Se see 

| | } Total ~-. | 9,830 10,700 10,825 

| | Subsidies sie a 360 | 430 | (4) 400 

| j | Less Indirect | 

| taxes .. | =1,610 | —1,855 | —1,975 
Total resources | | | Total resources | 
available for use | available for use | 

at home | 8,580 9,275 | 9,250 at home : 8,580 9,275 9,250 
} | | | | 

(1) The estimate of {400 millions given here for subsidies has a slightly different coverage from 





the figure of £392 millions given in the debate on the Autumn Budget of 1947. It includes 
housing subsidies and subsidies to civil aviation companies, which were not included in the 


figure of 4392 millions ; it excludes, on the other hand, the cost of the National Milk and 
Milk-in-Schools schemes, which are, in Table XXIV below, treated as transfer payments. 











REVENUE ACCOUNT OF PUBLIC AUTHORITIES, 1046-48 (TABLE XXIV) 











(4 million at current prices 






| 1948 | Provisional 1945 
REVENUI ae | Esti- | EXPENDITUR!I - - Esti- 
| 1946 1947 | mated 1946 1947 mated 





| 
i - 







Direct taxes 7 1,875 | 1,705 | 1,825 Current expenditur: 


Indire taxe |} 1,610 | 1,855 | 1,975 on goods and ser- | 





uC lement of war damage claims 
tax. ‘These sums are estimated at about £150 
and {28¢e millions in 1946 and 1947 







4 5 
sti- 
zied 


1948 
e sti- 


rated 


2,050 


3) 400 
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COMBINED CAPITAL ACCOUNT, 1946-45 (Taxi 


(¢ million at current prices) 


ra 


SUMS SET Provisional | 1948 CAPITAL | Pyrovisional 1948 
ASIDE —- _- Esti- | FORMATION | ~ —_—_—— Esti- 
} 1946 | 1947 | mated |} 1946 | 1947 | mated 
Depreciation | | Gross capital forma- | | 
allowances } 600 | 650 | soo | tion at home -. | 1,350 | 1,900 | 1,800 
Saving of public | | Less net borrowing | H | 
authorities (1) .. | 410 | 30 | 275 | abroad and sale of | 
Private saving | 780 | 605 | 575 assets to foreigners — 380 | — 675 ze 250 
ae ee — |— Ee) Se eee eee 
Total sums set | | | Total capital | 
aside .. 979 | 1,225 1,550 | formation 6 | 979 | 1,225 1,550 
1 | | | 








() Before deduction of sums transferred to private capital accounts in settlement of war damage 
claims and as post-war refunds of excess profits tax. These sums are estimated at about 
£150 millions for 1948 as compared with 4/300 millions and {280 millions in 1946 and 1947 
respectively. 


SOURCES OF PRIVATE SAVINGS (TasBLE XXYVI1) 


(£ million at current prices) 





— 
| 1938 | 1946 1947 | 1948 (es..) 
—_—__-_—-— — ~~~. |---| — ~— __} _____— 
Undistributed profits si se os ren' 170} 210 | 220 225 
Changes in tax reserves .. - wis ae 16 | —155 — 240 — 100 
Personal savings 153 | 725 625 450 (*) 
Total private saving |} 339 «| } 605 (2) 575 (?) 


| 





() The figure of {605 millions estimated to have been the total of private saving in 1947, and 
the corresponding figure of £625 millions estimated for personal saving in Table XXVII 
[reproduced below] represent in part the effects of inflationary pressure. 

(?) The figures for 1948 show the required totals of private and personal savings, the latter on 
the assumption that the other saving is at the rates shown. 








PERSONAL SAVING IN RELATION TO PERSONAL DISPOSABLE INCOME 
(TABLE XXVIT) 
(¢ million at current prices) 
| | : ee 
| | 
} 1938 1940 | = =1947 1948 
‘ . ‘ i sa ee Z | 3 pegs ger cm 
Private income before tax (?) - ms -- | 5,107 | 9,405 | 9,670 10,075 
Less Direct tax liabilities and undistributed profits | | | 
of companies 702 | —1,930 —1,745 | —1,950 
' s rs a | latina SS 
Personal Disposable Incom: | 4,405 | 7475 | 7.925 | 8,125 
Less Personal expenditure | — 4,252 ~ 0,750 7,300 7,075 
l- - — ! — — 
Personal Savin | ok ini ‘ 
ersonal Saving 153 OI 725 | 025 | 450 
- - | _ | —- \-— ——_—_— 
Personal Saving as a proportion of Personal | | 
Disposable Income | 34% 93% | 8% 54% 


(‘) Net national income, 


income from property, trading, etc. 





lus transfer payments, plus national debt interest, Jess Government 
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Banking Statistics 
National Savings 
(£ millions) 
Savings Savings 
Certi- Defence Savings Certi- Defence Savings 
ficates Bonds Banks Total ficates Bonds Banks Total 
(net) (net) (net)¢{ Small (net) (net) 1et) tt Small 
1944 I 55.4 20.8 98.0 174.2 1946 Dec. .. 4.2 2.1 - 10.6 — 4.3 
I 07.5 54-4 92.6 244.5 1947 Jan. 5.7 10.6 14.4 33-7 
lil 45-5 18.5 71.9 135.9 Feb. 5.6 Pes 5 15.2 25.5 
IV 34-9 18.9 69.6 123.4 MRE occ S58 5.5 =— 2.6 27:9 
— = aes April .. 39.9 2.4 —- 0.5 29.6 
aed I + oe grt ag i : May .. 13.0—- £.5 = &.7 4 
= 2% é liga fed June .. = 1.0— 4.6 — 10.4 — 16.0 
Itt 2.2 30.3 99.7 142.1 <i pte 
IV 39.2 + ti 6 a: July I. =—- 7.7 — 9.0 — 25.6 
aT odie Pe. at Aue. .. 1.9— 6.8 2.3 — 2.6 
1946 I 13.2 62:0 120.7 195.9 Sept... —- 0.3 = 5.3 9.6 4.0 
z.0 95.9 36.2 33.1 st. «.. ~ G4 = C2 3.4 1.8 
III - 1.2 3.4 35.6 47.3 Nov. .. 6.9 - 8.8 I2.9 11.0 
IV 10.8 17.9 11.8 40.5 Dec. 9.9-10.I — 4.I - 4.3 
1947 I ae 39.7 20.4 27.0 $7.2 1948 Jan. o4 14.9 - 7.0 34-4 41.5 
Mi és 40.3 —- 3-7 -19.6 17.0 Feb. .. 9.2 —-10.6 13.7 12.3 
III 2.7 - 19.8 2.9 — 14.2 ttIncluding Release Benefit Accounts from 
IV 16.4 — 25.1 ‘7.3 8.5 July, 1945. 


Ordinary Revenue and Expenditure 


Year to Ord. Ord. By Ord. Ord. 
Mar. 31 : Exp. Rev. Deficit Quarters : Exp. Rev. Deficit 
£m. £m. £m. £m. £m. £m. 

1938 ..  898.1* 872.6 25.5* 1944 IV 1502.0 654.3 547-7 
Ss — ae 1945 I 1609.8 1240.7 362.9 
1939 ++ 1054.5 927-3 127-5 Hl... 1306.3 611.0 695-3 
1940 1809.7* 1049.2 760.5* BAL os. 3603.7 750.5 693.2 
«2 IV .. 2386.2 667.8 718.4 

1941 o3 867. 1408.9 2458. oo 
ste + at 1946 I .. 1337-4 = 1253-5 83.9 
i 4775-7 2074-1 2701.6 II .. 902.0 629.0 273.0 
1943 5623.2 2819.9 2803.3 i... 9.3 952.2 206.2 
1944 5788.4 3038.5 2749.9 - oo SGE.2 738.6 yy 
» aa ‘ined sSixs 1947 o» 2226.9 1261.5 32.6 
#45 “ar.” ee eee II .. 619.8 840.1 220. 3§ 
ape 5474-5 3284.5 2190.3 III .. 808.3 807.5 0.7 
1947 3910.3 3341.2 569.1 IV ss 736.3 761.5 25.4§ 


* Allowing for loan expenditure. § Surplus. 





Floating Debt 


March 21, _ Feb. 27, 


1947 1948 1948 

Ways and Means Advances : £m. £m. £m. 

Bank of England .. me ‘ia 2.3 - e - 

Public De partments oe a 582.6 492.7 4409.3 
Treasury Bills : 

Tender ee a ea as 2185.0 2160.0 2160.0 

Tap jt ne Sa 2690.9 2342.4 2667.5 
Treasury deposit receipts 1434.0 1201.0 1259.5 





6594.7 6198.6 6533-3 


March 5, 


March 12, March ro, 





1948 1948 
£m. £m. 
6.0 20.5 
410.7 403.8 
2160.0 2160.0 
2692.2 2712.5 
5 1249-5 
0514.4 0540.3 

















WESTMINSTER BANK 
at the British Industries Fair 
Exhibitors and visitors who require the ser- 
vices of a bank are invited to make full use of 
the facilities which the Westminster Bank is 
making available through special branches 
at Olympia and Castle Bromwich during the 
period of the Fair. These branches will be 
fully equipped to deal with all normal bank- 


ing operations and the services of specialists 


in foreign business and linguists will be avail- 


able for those who need them. 


A22 LONDON «: STAND NO. A20I BIRMINGHAM 
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Treasury Deposit Receipts 


Raised Redeemed Outstanding 
Monthly* : £m. £m. £m. 
1945 Aug. 25 290.0 237.0 2185.5§ 
Dec. 3% «. ei ie 320.5 527.0 1636.5 
1946 March 30 .. ee a 455-0 4638.0 1559.0 
June 30 .. ais a 190.0 282.5 1390.5 
sept. jo .. e = 500.0 3608.0 779.0 
Dec. 32 as <a re 131.0 197.0 1676.5 
1947 Jan. 25 .. ee ae 194.0 213.0 1657.5 
Feb. 22 .. i ee 210.0 359.5 1508.0 
March 31 .. d se 543.0 594-5 1456.5 
Apri 26 .. aa me 387.0 380.0 1463.5 
May 31 .. aa = -- = 1463.5 
June 30 .. sa a 110.5 132.0 1442.0 
ley 26 .. i ig 159-5 193.0 1408.5 
Aug. 30 .. av a 190.0 275-5 1323.0 
Sept. 30 .. os ard 453.0 483.5 1292.5 
Cee. 26 i - a 347-0 387.0 1252.5 
Nov. 29 .. ne Ke 85.0 -- 1337-5 
Dec. 38 3s — sca 175-5 110.5 1402.5 
1948 Jan. 31 .. - os 79-5 152.5 1329.5 
Feb. 28 .. sa as 60.0 188.5 1201.0 
* Periods ended on last Saturday in each month, except at final month in each quarter. 


§ Peak total. 
Net New 





1947 Net New 1947 
Week ended: Raised Redeemed Borrowing Week ended: Raised Redeemed Borrowing 
Sept. 20 .. 90.0 87.5 2.§ Dec. 3m .. 30.5 5-0 25.5 
o SOs B20 1065 6.5 1948 
Ot. £4. 107.0 192.5 - 25.5 Jan.1o0 .. 79-5 108.0 28.5 
« BE iac 8050 138.5 —-— 13.5 ae ae - 38.5 38.5 
oo Msc 3550 115.5 - 0.5 a BE aa ~- 5-5 - 5.5 
» 2. — 0.5 - 0.5 a a 0.5 - 0.5 
Nov. 1-8... — —- _ Feb. 7 - a= - 
» 1 Oe = 40.0 je ls <3 55-0 ~ 55.0 
= (SE ue 25.0 = 25.0 a 2 60.0 98.0 - 338.0 
a ee 20.0 - 20.0 i - 35-5 35-5 
Dee. G.. 35-0 -- 35.0 Mar. 6 .. 160.0 I01.5 58.5 
sc Ss $60 $5.0 - 5.0 s = 1420.8 1466.6 - 20.0 
» 2. Coe sas 9.5 » 20 + 200.0. GA.0 10.0 
Tax Certificates 
Paid Net Paid Net 
Raised Off Raised  Issue* Raised Off Raised  Issue* 
£m. £m. £m. £m. £m. £m. £m. £m. 
1945 Apr. .. 25.3 16.4 5.9 691.6 1946 Oct. .. 12.7 1I0.I ~ 3.4 652.8 
May .. 33.1 2.6 ‘30:2 7f2.8 MOY...: 22:7 22.0 - 0.2 652.6 
June .. 51.3 24.7 26.5 738.3 Dec. .. 35.0 5.0 30.0 682.6 
yuly .. 25.3 21.0 4-3 742.6 
Aug. .. 28.0 13:2 14.8 757.4 1947 Jan. .. 20.5 46.9 — 26.4 656.2 
Sept... 30.7 ¢3.7 2.0 755-4 Feb. .. 27.0 81.7 - 54.7 601.5 
Oct. s» 23.0 24.6 oe 754-3 Mar. 24.2 $2.0 57-8 543-7 
Nov. .. 31.2 20.5 10.7 705.0 ior...«. O55 27.4 -17.9 525.8 
Dec. 54-8 19.0 35.7 800.7f May .. 30.8 21.5 9-3 535-1 
June .. 13.9 II.4 2.5 537.6 
1946 Jan. .. 28.5 58.1 — 29.6 771.0 July 13.0 I4.06— 1.6 536.0 
Feb. -- 40.8 113.7 -— 72.9 698.0 Aug. 25.7. %I5-.7 410.0 546.0 
Mar. 51.4 101.7 — 50.3 647.9 Sept. .. 23.1 27.2 — 14.0 531.9 
Apr. 39.7 28.5 18.2% 659.0 Oct. 10.0 14.5 —- 4.6 527.3 
May .. 15.4 16.2- 0.8 658.2 NOW, .. 22.3 15.02 6.1 533-4 
June .. 22.8 24.9 —- 2.1 656.1 Dee... 30:7 6.6 24.1 557-5 
July 15.1 19.I — 4.0 652.1 
Aug. s. 26:9 128.2 2.7 654.8 1948 Jan. oo 43.0 62.7 = 30.7 $37.5 
sept... 21.5 20.1 1.4 656.2 Feb. .. 22.3 85.5 — 63.2 474-0 


* i.e. Outstanding at end of month. ¢ Record to date. 





O'OOo! 


Le 
/ 








“SeII98s 2PM 


ek 


O¢ 


OO! 





-3sod mou utr Si cathe 3s4y Jo 


gzbibli‘1}o'oo1 


696‘gi1z‘1}o'o01 


ne + , sro Hue a 


oo1‘¥60‘1 |o'001| 626‘gz0‘1 | o'00T| LZo€‘gtg 


“uoeT dibinte giving 





ogh‘€ee 
9SZ‘Qor 
9S6‘ V 
zor‘ Lr 


ly 
L6LZ‘11 f 
1ZL‘gZ f 
QgZg'1S 
gIt‘or 
9SS‘ZS 


£92 
b'9 
G° 
br’ 


6L6‘bz 

Zob‘eor 

OHCh‘'a9 
CO 








Leor 
jshony 


Lor 
API 


6F0' bre Qgbz‘Cb6z 
FC L‘r6 

166‘ b0r'S 
o6S'Cr i LCo‘v1 


LLE‘R9 agi ‘EZ 


6EL'Cr 


Cz 
S$ OOOTF 707 5 OOO f 


S OOOF 








ob61 
4AIPNIGs 


Lror 
Areniqa J 


(SLNANALVLS ATYALUVAC) LSALv’y) 


NIVLINd LVAUD 


NI SHONVACGV MNVA 


usa yo Sioquteur [ye 


2 | OrS‘6Ez? 


Surpnpuy] « 


STIVLOL 


[VUOISSojo1g pue [ruosiag 
— ** Telouvuy 1910 
$I9YO1G YIOIS 
: ‘4 + "939 
‘sjeqidsoyy ‘sorjeyy) ‘soyoimy) 
: 2 ** (qaodsuviy 
uey} J9y}0) sonyugQ oyqng 
SITJLIOYINY JUIULUIIAOY [LOOT 
ai “s in april, 
pue Axysnpuy a[qeytssepouyg 
: , s[elioqeyy surIpling 
$10}OBIJUO?) PU SloplIng 
as ** JUOUIUTe}10} UY 
‘* opel [ley 
oo9eqoy,, pue ‘yuliq ‘poo, 
suTYsIy I pue oinqynousy 
sii P s[e OTT) 
Jaqqny pure 19y}vaT 
" SIHAXIT, JETIO 
"*  JOOM 
"" O23¢ a 
pus 110 Isueip 
> sutddiys 
ILIDOUISUT 
SNOLIOJ-UON 
Uv UOT] 
mALIENC 
HUNT [20) 


rere te. anconepas xi, 

*  Surppinqdrys 
* °010 3 
S[PIDIY 
. PPV 


sopri] [ao}6 


9390 


c 


dnoi 








0.0 


307,01 i} 70 


I 


| 
series. 


TOO.¢ 





1,218,969 


| 


Too.0 


[2.174.426] 
Date of first classification in new post 


TO00.0 





1,094,100 


Association. 


Ioo0.o 





|#.026,079 


I0o0.Oo 





848,307 
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* Including 





BANKING STATISTICS 





Exchequer Issues and Receipts 
WEEKLY AVERAGES 


Total 
Expendi- Ordinary Deficit 


Total 
Expendi- Ordinary Deficit 


ture § Revenue ture§ Revenue 

£m. £m. {m. £m. £m. £m. 

1938 ats 19.2 17.0 23 1946 Mar. 31 126.1 82.9 43-1 
1939 a 28.8 18.8 10.0 April 27 89.0 55.2 33.8 
1940 ai 63.9 24.0 39.9 May 25 67.5 49.1 18.4 
1941 ss 88.5 36.0 52.5 June 30 77.3 42.7 34.6 
1942 102.6 50.2 52.3 July 27 68.5 54.9 13.6 
1943 110.7 55-4 55.2 Aug. 31 100.9 58.4 42.5 
1944 114.8 61.0 53-7 Sept. 30 75% 48.7 24.5 
1945 ac 110.4 62.9 47.6 Oct. 26 67.7 54.8 12.9 
1946 ia 85.4 63.9 21.5 Nov. 30 84.8 67.2 17.9 
1947 - 77.2 70.4 6.8 Dec. 31 77.3 45.0 32.3 
Peviod Ended : 1947 Jan. 25 71.1 102.1 30.9* 
1945 Mar. 31 133-7 75.1 58.6 Feb. 22 93-8 107.7 13.9* 
April 28 100.2 50.2 50.0 Mar. 31 154.2 88.2 66.0 
May 26 87.8 39.6 48.2 April 26 58.7 51.5 7.2 
June 30 112.8 50.6 62.3 May 31 48.3 89.3 41.0* 
July 28 107.8 61.2 40.5 June 30 49.8 47.2 2.9 
Aug. 25 103.8 49.5 54-3 July 26 62.5 65.1 2.5§° 
Sept. 30 116.9 59.9 56.9 Aug. 30 81.3 63.6 17-7 
oc. 2 107.1 52.9 54.2 Sept. 30 70.0 50.0 14.0 
Nov. 24 104.5 49.0 55-5 Oct. 25 60.8 59.2 1.6 
Dec. 31 107.5 50.6 56.9 Nov. 29 84.4 61.3 23.2 
Dec. 59. 53. 0.5 

1946 Jan. 26 82.2 99.8 17.6* ~~ adie ee 
Feb. 23 97.6 114.1 16.4* 1948 Jan. 31 73.9 13I.0 57.1® 

§ Ordinary expenditure plus other expenditure (excluding sinking funds but including 


expenditure of a capital nature). 


* Surplus. 





HONGKONG AND SHANGHAI BANKING CORPORATION 


CONTINUED EXPANSION 


kong and Shanghai Banking Corporation 

was held in Hong Kong on March 5, the 
Hon. A. Morse, C.B.E. 
siding. 

The chairman, in the course of his speech, 
said: Our business continues to expand and 
there has been an increase in the total of the 
accounts during the year of about £23,000,000. 
Our note issue has increased by over{12,000,000 
and current and deposit accounts by over 
£10,000,000. The increase in our note issue is 
due to a great extent to the uncertainties at 
present unfortunately attached to the cur- 
tency of China, and not to any inflationary 
tendency in the Colony during the year. The 
profit amounts to H.K.$16,595,079, which 
exceeds our profit for the previous year by 
approximately H.K. $7,000,000. 

In the various countries in which we operate 
an unparalleled number of constitutional 
changes have taken place in the past year or 
are at the moment being fashioned. When one 
considers the upheavals in the East it is sur- 
prising that we have been able to produce 
such a good balance-sheet, and I hope you will 
agree with me that the results of the past year 
are very satisfactory. The directors recom- 
mend the payment of a final dividend of £3, 
making a total of £5 for the year, similar to 
that paid for the year 1940. Much credit is 
due to the staff, and I may say that their 


Te ordinary general meeting of the Hong- 


(the chairman), pre- 





keenness and enthusiasm will help us to face 
the future with confidence. 

The Trustee Companies which we established 
here and in Singapore are proving their worth 
and are actively extending their usefulness. 
We have opened new offices at Kuala Belait, 
in the Brunei State ; Tawau, in British North 
Borneo, and at the Cameron Highlands in 
Malaya. In Japan we received permission to 
re-open at Tokyo and Kobe and to start a new 
office at Kure. We have now 46 offices open. 


CHINA’S FOREIGN TRADE 


As regards China’s foreign trade, by means 
of regulations governing the import and export 
trade and by frequent adjustments of the 


official rate of exchange, it appears that 
reasonable success has been obtained in 
encouraging exports and in checking the 


enormous surplus of imports. At the end of 
1947 imports were reduced and exports were 
making a better showing. 

Although we have had a good year and have 
started off well in 1948, one cannot avoid a 
feeling of anxiety on looking across at that 
great country, China. As for your bank, I fee! 
that, notwithstanding the uncertainties of the 
future, we have a strong organisation, sup- 
ported by a reliable staff capable of dealing 
with any problems it may have to face with 
as much skill and vigour as in the past. 

The report was adopted. 
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THE BANK OF AUSTRALASIA 


































































RECORD FIGURE 





OF ADVANCES 


AWAITING NATIONALISATION DECISION 


THE HON. GEOFFREY 





nan Hor Geottrey 
ted with the 





report and the 

’ n or the year to October 15, 1947 
The under review has brought a further 
+ v ) ion of the bank’s busine Ss, 
for, as you will see, the balance-sheet total as 
October 15, 1947, shows an incre of 





45,803,000 on the previous year’s total 


is the fi occasion on which our balance-sheet 
total has exceeded {100,000,000. It is interest- 
ing to note that it was not until October, 1931, 


that the total of our balance-sheet first reached 
{50,000,000 and that in 1939, the 
total was still only a little over £56,000,000. 


Oc tober, 


rent accounts at October, 1947, show 
an increase of more than 43,500,000 over the 
cerresponding figure at October, 1946, but this 
increase is partly offset by a decrease of nearly 
{1,000,000 in deposits at interest, the latter, no 
doubt, being largely attributable to the un- 
inviting rates of interest on fixed deposits. 
These know, are Government 
controlled. 


Our cur 


rates, as you 


4 NOTABLE FEATURE 


The most notable feature on the assets side 
of the balance-sheet is the item ‘‘Advances to 
customers and other accounts,’’ which now 
stands at the record figure of 45,893,976, an 
increase of more than /11,550,000 during the 
year, and of nearly {8,850,000 over the previous 
highest figure, that of October, 1938, although 
it should be borne in mind that our total assets 
at the latter date were only just over 
£54,500,000, so that a higher proportion of our 
resources was then represented by advances to 
customers than is the case at present. Never- 
theless, the substantial increase now recorded 
ce of satisfaction to us. 





5a s0u 


The liquidity of the balance-sheet is evi- 
denced by the fact that cash and bank balances, 
money at call, Treasury bills and securities to- 
wether represent 53.6 per cent. of our total 
deposits 


INCREASED DIVIDEND 


Che increased net profit has enabled the 
directors to declare a final dividend of 5s. 6d. 
per share, making, with the interim dividend of 
s. 6d. per share paid in October last, a distri- 


bution for the year of 9 per cent., as compared 
with 8} per cent. in respect of the year ended 
October 


1946. The balance carried forward in 





GIBBS’S STATEMENT 


the profit and loss account is £280,398, an in- 
crease of £20,838 on the amount brought for- 
ward from the previous year. 





SUSPENDED 


This has been a momentous year in the 
history of our bank. Last year I mentioned to 
rotiations that were being carried on 

r of the Union Bank of Australia 


} 


NEGOTIATIONS 





MERGER 





vou the ne 





for a 


a met 
with this bank. I told you then that it might 

some time before the negotiations could 
concluded, as any transaction which con- 
cerned three countries and six States was 
bound to take a considerable time. 

Considerable progress had been made as re- 
gards the legal and technical difficulties, parti- 
cularly in the matter of taxation and stamp 
duties, when, quite unexpectedly, the Common- 
wealth Prime Minister announced on August 16, 
1947, that he intended to bring in a Bill im- 
mediately to nationalise all the trading banks. 
In view of this announcement, there was no 
alternative but to suspend the negotiations for 
the merger. It is, however, the intention of 
your directors to resume the negotiations im- 
mediately it is practicable to do so. 








CONSTERNATION IN AUSTRALIA 

The announcement by Mr. Chifley that 
the Commonwealth Government intended to 
nationalise the trading banks in Australia was 
received with consternation in Australia. I 
left for Australia in September, and my visit 
was followed by one from our London manager, 
Mr. Cowan. It is difficult for anyone who 
was not in Australia at the time to appreciate 
the strength of public opinion on this subject. 
But the Act passed through both Houses of 
Parliament and received the Royal Assent on 
November 27 last. 

This Act, of course, affects our bank vitally. 
If it is valid it may result in our banking busi- 
ness in the Commonwealth being compulsorily 
taken over or closed down. In common with 
the other banks in England and Australia con- 
cerned with the Act, we have started legal pro- 
ceedings, claiming that the legislation is ultra 
vires the Constitution. The States of Victoria, 
South Australia and Western Australia are 
taking similar action. The case is now being 
heard in the High Court of Australia and, m 
view of that and the further possibility of the 
matter going before the Judicial Committee of 
the Privy Council, I am advised that it would 
be improper for me to make any further com- 
ment. 1 would, however, add that whatever 
may happen to our Australian business, it is 
the determined intention of your directors that 
the business of this bank in New Zealand and 
in London shall be carried on. 
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THE EASTERN BANK 


IMPROVED TRADE 


WITH THE EAST 





SIR THOMAS J. STR 


ANGMAN’S REVIEW 





HE thirty-eighth annual general meeting 
of The Eastern Bank was held on March 31, 
1948, in London. 

The following is the statement by the 
Chairman, Sir Thomas Joseph Strangman, 
K.C., circulated with the report and accounts : 

The accounts show a net profit for the year 
of £119,357, being an increase of more than 
{8,000 over the profit of the previous v« 
~ Our investments in Government and other 
securities are down by nearly £2,000,000, 
while our cash and bills receivable are up by 
about £1,500,000 and £550,000 respectively 
Advances are greater by about £650,000 and 
acceptances show an increase of over £130,000. 
The figures for bills receivable and advances 
are indicative of improved trade with the 
East and the normal functions of the bank in 
financing that trade. 

The profit enables us to provide for an 
appropriation of {£50,000 to the published 
reserve, making {900,000 in all and to increase 
the carry-forward by over £9,000. 

The total dividend for the year which we 
recommend is the same as that in the previous 
year. You will, I think, agree that in view of 
the general uncertainty of the future, whether 
in this country or elsewhere, and the mounting 
charges for conducting the branches, it is a 
sound policy to conserve our resources. 











INDIA AND PAKISTAN 


The establishment of the two Dominions of 
India and Pakistan has caused less dislocation 
of trade than might have been expected, having 
regard to the administrative difficulties with 
which the new Governments were faced. 
Whilst Karachi, the capital of Pakistan, has 
suffered serious inconvenience from the migra- 
tion to the other Dominion of many of the 
Hindus, who were prominent in the grain and 
cotton trades and who staffed the banking and 
commercial houses, and the loss of experienced 
men has for the time being increased the 
responsibility of our European staff, our 
working both in Pakistan and India has other- 
wise been quite normal. I have every hope 
that such matters as require adjustment 
between the Dominions will be settled before 
very long. 

The Indian Government has assumed 

liability for all existing Government loans and 
the prices have remained remarkably stable. 
With considerable capital expenditure to be 
met by both Dominions, India proposes to 
borrow over {100 millions while Pakistan 
already has several loans on tap. 
_ The existing currency will continue in both 
Dominions for some months when it is con- 
templated that Pakistan will have a separate 
currency and the Reserve Bank which is 
Shortly to be nationalised in India will cease 
to be the bankers of Pakistan. 


Imports from this country by India and 
Pakistan continue to increase in spite of the 
restrictions imposed by both. 


CEYLON 

Although for the year 1947 there was an 
unfavourable trade balance of between £5 
millions and {£6 millions, there remains an 
accumulated favourable balance of sterling 
exchange said to amount to £53 millions. The 
public debt is not excessive, being about /40 
millions, payment of some £7 millions of which 
is guaranteed to the Ceylon Government by 
the British Government, and there is a budget 
surplus. The new taxation is not for the pur- 
pose of balancing the present Budget—there is 
sufficient revenue from existing taxation for 
that purpose—but to provide funds which 
might be necessary to balance Budgets in 
years tocome. This new taxation will involve 
the bank in an extra charge for which no relief 
can be claimed from the tax authorities here 





IRAQ 


With other countries Iraq is in need of 
capital goods and of consumer goods also. 

Following on the financial agreement of 
July with the United Kingdom, exchange 
control has been extended to sterling. 

The currency in circulation has decreased by 
over ID.5 millions from nearly ID.40 millions 
at the end of 1946 to less than ID.35 millions 
on February 26, 1948. No corresponding 
decrease in bank deposits or in the cost of 
living has, however, taken place. Legislation 
has been passed for the formation of a national 
bank to take over the administration of the 
currency, but the bank has not yet been 
established. 


BAHRAIN 


Oil resources continue to be developed 
rapidly on the mainland. 

The Board have come to the conclusion that 
in order to deal satisfactorily with our business 
there the existing bank building must be 
doubled in size and steps are being taken to 
that end. Apart from the London office, this 
is the only instance in which the bank owns 
the building in which it carries on business. 
The cost will be considerable, but the outlay 
is, in the opinion of the Board, a necessity. 


FAR EAST 

Business continues to expand and the results 
of the year’s working have been gratifying. 
New branches have been opened, in Penang 
on December 1, and in Kuala Lumpur on 
January 12 of this year. 

Finally I would pay tribute to the staff both 
here and abroad and particularly to our general 
manager, Mr. Golder. 


CHARTERED BANK 
OF INDIA, AUSTRALIA 
AND CHINA 


HE nit *- fourth ordinary 

meeting of The Chartered Bank of India, 

Australia and China was held on March 24 
in London. 


The 
ment by 
Grantham, 
accounts : 


Mr. Vincent 
the report 


chairman, 
with 


the 


circulated and 


Once again I am able to report record figures | 3 


ilance-sheet, the total of {126,413,799 
increase of £8,238,929 over the 
On the liabilities side, 


in our bz 
showing an 

1940 fhgures. 
increase is 





general | 


following is an extract from the state- | Z 
Alpe | 7 


in current and other accounts and fixed deposits | 


of £3 and 2,442,215 


920,542 


respectively. | j 


Smaller increases occur in the totals of notes | 


in circulation of {1,070,957 and loans payable 
of Movements on the 
show wider divergencies, but cash in hand and 
at bankers at {23,110,595, shows an increase of 
£3,387,352, representing 22.4 per cent. of our 
call li Government and other securi- 
ties, apart from those lodged against our note 
issue, have been reduced by £4,134,355, and 
this reduction is reflected in the increased cash 
position 


£667,500 


In acc rdance with our charter, our increased 
note issue has required the deposit of further 
securities with the authorities to the extent of 
£848,197. Bills of exchange, including foreign 
Treasury bills at £4,754,675, show an increase 


of £1,618,340, and advances to customers at 


£36,997,025, an increase of £7,490,264, both of | 


which are eloquent testimony of the increased 
participa f the bank in financing world 
trade an greater requirements of our 
custome! largely higher 
commodi ies. The only other major change is 
a decrease of £843,104 in the balance of remit- 
tances, drafts, etc., in transit between head 
office, branches and agencies, which is regarded 
as a satisfactory feature. 


to 


PE OFIT AND LOSS ACCOUNT 
The 1 ofits for the vear, after providing for 

bad ar uubtful debt : l 

taxatior pon curr 

£448 

those L 4 

whert ’ again risen, bu icrease 

busines | ] these 

costs 
In ( 

of 5 pe 

pose t it, 

tributi on 

cent., 


Ss, contingencies and 


in our 


’ 


ober las 


cent 


interim dividend 
and we 


le for dis- 


t we paid an 


I £82 


, absorbing 
out of the ba 
this vear, 


, 500, 
ince availal 
ul divider 
1 


pro- 


SS income-tax, be paid, costing 


prices of | 


increased 


1 of 7 per] 
£115,500. 


assets side | 





| 
| 


ssananenaniieatiidsaaaial TOTTI 
\ 


“ih 


A am, 
Paw eet i? ai = 


ae 


this | 


almost wholly due to the increases | 








Get your quota 
THIS EASIER WAY 


oo bank offers a free service that en- 
ables you to invest your money in National 
Savings Certificates without trouble or effort. 
Whether you want to make a block purchase 
every month, you 
\rder Form. The 


or invest a regular sum 
have only to sig ker’s € 
Bank will do the rest free 

You can hold 1,000 
Savings Certificates—-and 
£650 in ten years’ time. With Income Tax 
at 9/- this is equivalent to a taxabie invest- 
ment yielding £4 16s. 8d. per If you are 
paying more than 9/- in the £ even more 
attractive. 
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SAY E—The Bank 








